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FARM   CREDIT  IN  A  SOUTHERN  GREAT   PLAINS 
DROUGHT  AREA  .  -- 

A  Study  of  Cimarron   and   Texas   Counties, 
Oklahoma,     1950-54   ^" 

by 

Marlowe   M.    \£a3'ior.    Agricultural  Economist 

Production  Economics   Research  Branch 

Agricultural' Research  Service 

THE   BACKGROUND 

During  the    1940's    conditions   for  farmers   and   ranchers   in  the  south- 
ern Great  Plains   were   exceptionally  favorable.       In  this   period   grain  and 
cattle   prices   were  high,     crop  yields   were   above   normal,    and   land  values 
rose   400   percent.       The   agricultural   "wounds"   inflicted  by  the  distress 
conditions   of  the    1930's   healed  rapidly  in  this   era,     and  the    resulting 
scars   became  superficial  memories   of  days   gone   by. 

The   decade   of  the    1950's   was   ushered  in  with  scant  precipitation  in 
most  areas   throughout  that  vast  expanse.      Conditions   of  drought  in  which 
precipitation  has   been  substantially  below  normal  have  prevailed  over 
most  of  the   region  since   that  time.       In   some   areas   in  which  total  annual 
precipitation  has   been  normal  or    above     the   seasonal  pattern  has   been 
such  that  yields   of  some   principal   crops   have   been  alarmingly  low. 
Early  in   1954  weather  reminiscent  of  the   "Dust   Bowl"   days   of  the    1930's 
descended  on  parts   of  Colorado,    Kansas,    Nebraska,    New  Mexico,    Okla- 
homa,   and   Texas.       By  April  of   1954   some    17   million  acres   had   felt  the 
sting  of  wind   erosion,    and   as   of  April   1955  wind  erosion  was   at  least  as 
severe   as   a  year  earlier.      In  the   early  part   of   1951   cattle  prices  began 
to  decline   from  their  lofty  postwar  peaks.     In  the   spring  of  1952   prices 
of  cattle   broke   sharply,    and  because   of  lack   of  feed   and  pasture,    many 
farmers   and  ranchers   were   forced  to  liquidate  part  or  all  of  their  herds 
at  depressed  prices. 

Agricultural   conditions   as   they  developed   in   1950-54   served   as 
grim   reminders   of  recurring  periods   unfavorable   for   agriculture   in  the 
southern  Great  Plains. 

Several  years    of  drought   and  the   recent   sharp  break   in   cattle 
prices   ha"^e    required  emergency  measures   on  the  part   of  Government 
for  the   relief  of  many  farmers   and  ranchers   in  the   southern  Great 
Plains.      Other  farmers   and   ranchers   in  the   area  continued  operations 
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by  using  financial   reserves    accumulated   in  the  prosperous    1940's.      Still 
others,    who  entered   this   unfavorable   period  with  no  financial   reserves 
but   with  substantial   equities   in  farm  assets,    continued   operations   by  bor- 
rowing from  conventional  sources.       Relatively  few  were   able   to   improve 
their  financial  positions   in  this   period. 

The   study  reported  here  was   intended  to   appraise  the   effects   of  ad- 
verse  weather   and  prices   on:      (1)   The   demand  for  and   availability  of  ag- 
ricultural  credit;    (2)   the   volume   of  farm   credit   extended   and  outstanding 
and  the   incidence   of  debt   renewals,    extensions,    delinquencies,    and  fore- 
closures;   (3)   the   direction   and   magnitude   of  changes   in  purchases   and  ex- 
penditures  by  farmers;    (4)   the   ability  of  agricultural   lenders   to  finance 
the    credit  needs    of  agriculture;    and   (5)   the   need   for   emergency  credit 
from  public   agencies. 

It   is   believed   that   a   report  of  this   kind  will  be   of  immediate   inter- 
est to  those   who   are   concerned   with  farm  problems   in  the   southern 
Plains   area,    and  particularly  to  those   in  private   and  public   organizations 
who  help  to   formulate,    put  into   execution,    and   appraise  agricultural  credit 
policies.       In  order  to   supply  some   information  in  a   relatively  short  time 
the   report  is   limited  to   a  case   study  of  two   counties   which  are   fairly 
well   centralized   in  the   affected   area  of  the   southern  Plains.       These   two 
-    Texas   and  Cimarron  Counties,    Okla.  ,    lie   in  the  heart   of  the  old  dust- 
bowl  area.      They  are   in  a  wheat-grain  sorghum  type -of-f arming  area 
which  embraces    9   counties   in  southwestern  Kansas,    3    counties   in  the 
Oklahoma  Panhandle,    3    counties   in  east- central  New   Mexico,    and   18 
counties   in  the   Texas   Panhandle.       Texas   and  Cimarron  Counties   are  con- 
sidered  reasonably  representative   of  this   type -of- farming  area. 

In  general,    data  for  the  two  Oklahoma  counties    cover  the    1950-54 
period.       Some   comparisons   with  the  more   favorable  period  of  the    1940's 
are   made.       Primarily  these   data  are   based   on  interviews  with  merchants, 
dealers,     and  leaders    who   serve  the   two   counties    and   with  selected  farm- 
ers  in  Cimarron  and   Texas   Counties,    together  with  supplemental   infor- 
mation obtained   from  various   Federal   and  State   agencies. 

FARMING  IN  CIMARRON  AND  TEXAS  COUNTIES,  OKLAHOMA 

Type    and   Size   of  Farm   and   Tenure 

The  predominant  type   of  farming  in  Cimarron   and   Texas   Counties 
is   cash  grain.       In   1950   more  than   80  percent  of  the  farms   in  the  two 
counties   were   classified   as    cash  grain,    and  livestock  farms   accounted 
for   12  percent.      Ninety-seven  percent  of  all  farms   in  the  two   counties 
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were    classified  as   commercial.    —     These   commercial  farms    accounted 
for   more   than   99  percent   of  all  land   in  farms.       In   1949    approximately 
three-fourths   of  the   sales    of  farm  products   in  the   two-county  area  were 
from  crops    and  the   remaining  one -fourth  was   from   sales   of  livestock 
and  livestdck  products.    _' 

The   average   size   farm  in  the  two- county  area  in   1950   was    about 
1,  250   acres.      Thirty-nine  percent   of  the  farms    contained  less   than  500 
acres,    29  percent   contained  from   500  to   999   acres,    and   32  percent  con- 
tained   1,  000   acres   or  more. 

Part-owners   accounted  for  the   largest  proportion  of  the   total  num- 
ber  of  farms   in  the   region  in   1950,    followed   in  order  by  tenants,    full 
owners,    and  managers.    _'     Nearly  half  the   farms   were   operated  by  part 
owners   at  that  time,    and  this   tenure  group  operated   about  two-thirds   of 
all  land   in  farnas.       Tenants   operated  nearly  a  third   of  all  farms    and   a 
fifth  of  all  land  in  farms.       Full  owners    accounted  for  about   a  fifth  of 
the  total  number  of  farms   but  for  only   10   percent   of  the   total   land   in 
farms.       Although  managers    represented   only  about    1   percent   of  all 
farms,    the   acreage   of  land   operated  by  this   group   accounted  for  nearly 
8  percent  of  all  land  in  farms   (table    1). 

Crops   and  Weather 

For  many  years   wheat   and  grain  sorghums   have   been  the   principal 
crops   in  Cimarron  and   Texas   Counties.      According  to  the    1950   Census 
of  Agriculture   these   two   crops   accounted   for   96   percent   of  the    1949 
acreage    of  cropland  harvested   in  the  two-county  area. 

Yields   of  the   principal   crops   fluctuate  widely,    mainly  because   of 


1/    Farms  classified  as  commercial  were  those  with  a  value  of  sales  in 
excess  of  $1,  200  or  in  excess  of  $250  if  the  operator  worked  off  the  farm 
less  than  100  days  and  the  off-farm  income  of  the  operator  and  family  was 
less  than  farm  income. 

2/    Farms  were  classified  by  type  on  the  basis  of  the  relationship  betwet  n 
the  value  of  sales  of  a  particular  product  or  group  of  products  to  the  total 
value  of  all  sales  of  farm  products.     To  be  classed  as  a  particular  tj^e, 
sales  of  that  product  or  product  group  must  amount  to  50  percent  or  more 
of  total  product  sales. 

Zj   Part  owners  are  classified  as  operators  who  own  land  and  who  also 
rent  land  from  others.     Tenants  rent  from  others  or  work  on  shares  for 
others  all  the  land  they  operate.     Full  owners  own  land  but  they  do  not  rent 
from  others.     Managers  o'^erate  farms  for  others.     They  are  paid  wages 
or  salaries  for  their  services. 
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Table    1.  -   Summary  of  farm   characteristics,    Cimarron   and   Texas 

Counties,    Okla.  ,     1950 


Item 


Number 

of 
farms 


Percentage 
of  total 

number  of 
farms 


Percentage 
of  total 
land  in 
farms 


Average 

size  of 

farm 


Number 


All  farms 

Tenure   of  operator: 

Full  owners 

Part  owners 

Managers    

Tenants 

Size   of  farm: 

Under   500   acres  

500-999   acres    

1,000   acres   and  over 

Type   of  farm: 

Cash  grain 

Livestock  

General 

Poultry 

Miscellaneous    and 

unclassified 


1,  876 


360 

927 

16 

573 


727 
553 

596 


1,  537 

221 

44 

11 


63 


1/   Not  available. 

Census   of  Agriculture,     1950. 


Percent 


100 


19 

49 

1 

31 


39 
29 
32 


82 

12 

2 

1 


Percent 


100 


10 

63 

8 

19 


9 
18 
73 


IJ 
IJ 

w 

1/ 


Acres 


1,  255 


676 
1,  604 

11, 164 

in 


303 

744 

2,  891 


IJ 
IJ 
J 

1/ 


extreme  variations   in  effective   precipitation  (tables    2-3).       The   growing 
season  for  wheat  is   generally  from  September  to   May  and   for  grain  sor- 
ghums  from   May  to  September.       On  occasion,    annual  precipitation  may 
be   well   above  normal  yet   one   of  these    crops   may  suffer   from  severe 
drought  while    conditions   are   favorable   for  the   other.       In  the    1940's 
moisture   conditions  were   generally  favorable   for  both   crops.       As   a   re- 
sult,   crop  yields    were   high.       Since    1949,    however,    moisture    conditions 
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have  been  extremely  unfavorable   for  production  of  wheat,    except  for  1952 
when  yields   of  that   crop  were   near  the    1940-54   average   of  about   9  bushels 
per  seeded  acre.      In   1950,    1951,    and    1953  the  wheat  crop  was   a  near 
failure   and  in   1954  yields   of  this   crop  were   only  about   50  percent  of  the 
1940-54  average.      However,    in   1950   and   1951   moisture   conditions   were 
favorable  for  production  of  sorghum  grain,    and  yields   were  well  above 
the    1940-54   average   of  about   13  bushels  per  acre   harvested.      Since  that 
time  moisture  conditions   have  been  unfavorable   for  grain  sorghums   and 
yields   have  been  well  below  the    1940-54   average. 

Total  production  of  wheat  in  the   two- county  area  from   1950  to  1953, 
was   only  slightly  above  the    11   million  bushels  harvested  in   1949.      In  the 
favorable  years   of  the    1940's   about   85  percent  of  the   acreage   seeded  to 
wheat  was   harvested.       This   compares   with  about   50  percent  in   1950-53 
when  extreme   drought  was  general  in  the   area. 

Average   annual  production  of  sorghum  grain  in  the  area  in   1950-54 
has   been  well  above  the   annual  average  in   1940-49,    although  average 
yields  per  acre   were   about  the   same   in  the  two  periods. 

As  the   acreage   of  wheat  seeded  but  not  harvested  increased  in  the 
1950-54  period,    the   acreage   seeded  to  grain  sorghums  generally  increased 
also.      Grain  sorghums   are   often  seeded  on  abandoned  wheat  acreages 
when  moisture   conditions  in  late   spring  and  early  summer  are  favorable. 
The  increased  production  of  sorghuna  grain  in   1950-54,    which  resulted 
from  exceptional  yields   in   1950   and   1951    and  the  increase   in  acreage 
seeded,    has  tended  to  alleviate  the   adverse  effects   of  drought  and  lower 
prices   on  the  financial  position  of  agriculture   in  the   area. 

Livestock 

Livestock  other  than  cattle   are   relatively  unimportant  in  Cimarron 
and  Texas   Counties.      On  January   1,    1954,    there  were   about   76,  000  head 
of  cattle   (including   calves)   on  farms   and  ranches,    of  which  only  about  4 
percent  were   milk   cows.       From  the  beginning  of  1940  to   1944  the  number 
of  cattle   on  farms   and  ranches   increased  from  40,  000  to   80,  000  head. 
From   1944-48   cattle  numbers   declined  but  by  the   beginning  of  1952  they 
had  risen  to  more  than  88,  000.       Because   of  severe  drought  and  the   re- 
sulting unfavorable   condition  of  pastures,    cattle  numbers   declined  from 
the  January   1,  1952,    peak  as   marketings   increased.       With  this   decline  in 
cattle  numbers   came   a  sharp  break  in  prices;   the   average  price  received 
by  Oklahoma  farmers   for  beef  cattle  dropped  from  about  $26  per   100 
pounds   in  January  to  about  $18   in  December  of  1952   -   a  decline  of  about 
31  percent.      In   1953  pastures    remained  extremely  poor.       The   average 
price  for  beef  cattle   received  by  Oklahoma  farmers   in  December   1953 
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was   only  $13   per    100  pounds    -   about    25  percent  below   a  year  earlier 
and  nearly   50  percent  below  December    1951,       Cattle  prices    continued  low 
in   1954.       At  the   end   of  the   year  they  were   only  about   5  percent   above  a 
year   earlier.       On  January   1,     19  54,    the   number   of  cattle   on  farms   and 
ranches   in  the   two-county  area  was    14  percent  below  the   January   1,    1952, 
peak   (table   4,    fig.     1). 

Soil   and   Moisture   Conservation  Practices 


Farmers   and   ranchers   in   Cimarron   and  Texas   Counties   have   been 
increasin-^ly  interested   in  programs   designed   for   soil   and   moisture 


Table   4.  -  Livestock  and  chickens:     Number  on  farms,   by  classes, 
Cimarron  and  Texas  Counties,    Okla.  ,    January  1,    1940-54 


Year 


All 
cattle 

and 
calves 


Milk   cows 


Sheep 
and 
lambs 


Hogs 
and 
pigs 


Chickens 


1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

Ave rage- - 


Thousands     Thousands      Thousands     Thousands     Thousands 


40.  0 
47,  9 
59.2 

83.  1 

84,  3 
84.  0 
77.  9 
75.  1 
70.  1 
70.  2 
74.0 
79.  8 
88.  5 
78,0 
76.0 

72.  5 


7.5 
8.1 
8.9 
9.7 
9.9 
9.  5 
8.  6 
7.4 
5.  9 
5.  0 
4.8 
4.  7 
3.3 
3.3 
3.4 

6.7 


5.  6 
7.4 
19.  5 
28.4 
10,9 
10.7 
22.  8 
32.  9 

1.  6 
.7 

2.  5 
8.3 
2.  5 
1.0 

,9 

10.4 


8.3 
7.  5 
13.0 
28.9 
23.  5 
9,  6 
9.6 
6.  8 
6.4 
5.4 
5.  6 
5.2 
7.2 
3.  8 
2.5 

9.  6 


179 
169 
212 
246 
253 
208 
200 
158 
155 
126 
133 
117 
108 
87 
84 

162 


Agricultural  Marketing  Service. 
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conservation  in  the  last  few  years  of  adverse  weather.     Nearly   1,000  farm- 
ers and  ranchers  were   cooperating  with  the   Soil  Conservation  Service   at 
the   end   of   1953.       This   was   nearly  double   the   number   at  the   end  of  1950 
(table   5). 


Table  5.  -  Soil  and  moisture  conservation:    Number  of  soil  conservation 
service  cooperators  and  extent  of  conservation  practices  followed, 
Cimarron  and  Texas  Counties,   Okla.  ,    1950-53 


Item 


1950 


1951 


1952 


1953 


Cooperators number- 

Cover  cropping  !_/ acres - 

Stubble  mulching  1/ do-- 


Contour  farming  and 
strip  cropping 


do 


Terracing miles 

Diversion  construction do 

Pond  construction number 

Improved  irrigation  water 
application acres 


Land  leveling  for 
irrigation 


Range  seeding 

Proper  use  of 
rangeland  1  / 


do 

do 

do 


507 


2,  200 


652 


867 


900 


972 


20,700         19,000        13,000  73,600 

14,700         41,200        22,500  58,400 


,  500 

4,  500 

2, 

200 

7,400 

28 

50 

13 

17 

2 

7 

2 

7 

16 

29 

28 

34 

1,300  6,800 


300  400  1,400  5,800 

10,000        10,700  10,800  3,500 

34,600       49,000  15,900  80,000 


1_/   Initial  establishment  of  an  annual  practice. 
Soil  Conservation  Service. 
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Soil  Conservation  Service  technicians   in  the   area  report  that  the  ap- 
plication of  conservation  measures  has  not  only  increased   crop   and  pas- 
ture yields  to  some   extent  and  reduced  wind  erosion  but  that   it  has   also 
kept   costly  emergency  tillage  operations   at  a  minimum.      One  technician 
made  this    observation: 

"Practices  for  moisture   conservation  such  as   terracing, 
contour  farming,    and  stubble   mulching  have   been  beneficial 
even  during  the  drought  years   in  increasing  yields   on  farms 
where  they  are  used  over  those  farms   where   conservation 
practices   are  not  applied.       The   (increased)   yield  has   not 
been  great  but  in  many  instances  the   application  of  the 
practices  has   resulted  in  some   yield  of  grain  and  forage 
compared  to  no  yield   on  farms  that  did  not  apply  the 
practice.      In  most  instances  the   application  of  conserva- 
tion practices  has   resulted  in  sufficient   cover  to  protect 
the  land  from  wind  erosion,    thus   saving  the   farmer  addi- 
tional expense   of  emergency  tillage  operations.  " 

Another  technician  had  this   to  say: 

"Probably  the   most  outstanding  examples   of  conservation 
farmers   and  ranchers   in  this   county  are   cooperators   who 
have   kept   costly  emergency  tillage  operations  to  a  mini- 
mum  most  of  them  have   managed  to  raise   some   crops 

each  year  in  spite   of  drought   conditions.  " 

A  county  agricultural  agent    in  the   area  said  that  the   recent  drought 
and  instances   of  severe  wind  erosion  have   awakened  many  farmers   and 
ranchers  to  the  need  for  seeding  much  of  the   cultivated  land  in  the   area 
back  to  grass,    but  that  such  seeding  has   been  retarded  because   of  in- 
sufficient moisture.      He   also  indicated  that  wheat   acreage   allotments 
have  been  effective  in  bringing  about  needed   adjustments   in  land  use. 
Some   of  the   Isind  diverted  from  production  of  wheat  is   seeded  to  perma- 
nent vegetation  while  some  is   fallowed  or  diverted  to  grain  sorghums. 

Irrigation  has  become   increasingly  important  in  the   area.      Accord- 
ing to  the    1950  Census   of  Agriculture,    about  4,  600   acres   were  under  ir- 
rigation in  the   2- county  area  in   1949.      Although  accurate   statistics  are 
not  available   with  respect  to  the   current  acreage  under  irrigation, 
indications   are  that  the   acreage   irrigated  in   1954  was   about   10   times 
that   reported  in   1950.       The  Guymon,     Okla. ,    Chamber  of  Commerce  es- 
timated that  about  40   sections  -of  land  in  Texas  County  alone   were   under 
irrigation  in   1953   and  that  double  this   acreage   should  be  under  irriga- 
tion in   1954  if  the    1953   rate   of  completion  continued.      Irrigation  has 
proved  to  be   effective   in  preventing  Wind  erosion  and  maintaining  yields 
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at  a  high  level.      Irrigation  has   h^d   a  tremendous   effect  on  crop  yields, 
especially  when  proper  irrigation  practices   were   used.      A  Soil  Conserva- 
tion Service  technician  in  the   area  said: 

"Farmers   irrigating  sorghums  this  year  (1954)   made   an 
average   of  60  to   70   bushels  per  acre   compared  with  no 
yields   Aj   on  dry  land.      Wheat  yields   were  from   20  to  30 
bushels   on  land  properly  irrigated   and   5  to   10  bushels   on 
dry  land,  " 

Another  Soil  Conservation  Service  technician  stated: 

"Land  that  has  been  leveled   and  has   a  planned  system  of 
distribution  of  water  has   produced  grain  sorghum  yields   of 
80  to   85  bushels  per  acre,    compared  with  down-hill  water- 
ing  on  steep  grades   where  yields   were   35  to  40  bushels. 
At  the   same   time   adjacent  fields   of  dry  land  sorghums   show 
yields   of  5  to   8   bushels.  " 

Irrigation  systems,    however,    require   sizable  investments   (probably 
more  than  $50  per  acre)   which  many  farmers   are   unable  to  make.      In 
addition,    there   is  the   risk  of  failure  to  obtain  an  adequate   and   continu- 
ous  supply  from  wells   that  are  the   source   of  irrigation  water.       Farmers 
who  consider  investing  in  irrigation  systems   should   recognize  that   such 
risks   are  present.      Additional  studies   are  needed  to  determine  the   ade- 
quacy of  the   supply  of  ground  water   in  the   area. 

The   Soil  Conservation  Service   reports   a  general  increase   in  the  ex- 
tent to  which  soil  and  moisture   conservation  practices   were   carried   out 
in  the   two-county  area  in   1950-53.      One  exception  was   in   1952  when  the 
extent  of  conservation  practices   declined  rather  sharply  for   cover  crop- 
ping,   stubble   mulching,    contour  farming   and   strip   cropping,    and  proper 
use   of  rangeland  (table    5).      This   may  be   due  to  the   fact  that   a  near  av- 
erage wheat   crop  was   harvested  in   19  52,    and  that  as   a  result  many 
farmers   felt  little   inducement  to   initiate   recommended   conservation  prac- 
tices.     If  more   farmers    and  ranchers   in  the   area  were  to  follow  rec- 
ommended   conservation  practices  more   closely,    a  more  stable   agricul- 
ture  might  result  and  the  need  for  costly  emergency  tillage   would  prob- 
ably be   reduced.      However,    such  a  practice   as   establishing  a  permanent 
vegetative   cover  is   difficult  if  not  impossible   in  periods   of  severe 
drought.      When  moisture   conditions    are   favorable   for  establishing  a 
grass   cover,    they  are   also  favorable   for  production  of  wheat   or  grain 


4/   Other  estimates   indicate   that  yields   of  grain  sorghum  on  dry  land 
in  1954   averaged   5  bushels   or  more  per  acre   harvested. 
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sorghum.      Many  farmers   who  have   experienced  severe   losses   in  farm 
income   in  drought  years   often  find  it  necessary  or  desirable   to  seed 
their  land  to   cash  crops   in  favorable  years   in  order  to  pay  off  debts  and 
build  up  financial   reserves. 

NON- REAL -ESTATE   CREDIT   TO  FARMERS 

Adequate  non-real-estate   farm  loan  funds   are   available  in  the  two- 
county  area  for  those   farnaers   who  can  meet  present  security  require- 
ments  from  such  lenders   as   commercial  banks   and  the   local  production 
credit  association.      However,    many  farm.ers   are  unable  to  obtain  loans 
from  these   lenders   because   of  a  sharp  drop  in  cattle  prices   and  de- 
creases  in  the  value   of  machinery  and  equipment  inventories   caused  by 
reduced  purchases   and  a  drop  in  prices   of  used  machinery.       Because  of 
the   sharply  reduced  incomes   that  have   resulted  from  low  farm  produc- 
tion,   the   lower  prices   for  farm  commodities,    and  the  high  cost   rates, 
many  farmers  have   required  increased   credit  for   crop  production,    fam- 
ily living,    and  debt  refinancing,    even  with  sharply  reduced  livestock   and 
machinery  and  equipment  purchases.      For  others,    the   demand  for  non- 
real-estate   credit  has   remained  steady  or  it  has   declined  as   expenditures 
were   adjusted  downward  in  line   with  lower  farm  income. 

The   current  drought  period  has   brought  marked   changes   in  the  vol- 
ume  of  non-real-estate   farm  loans   outstanding  and  in  the  proportions 
owed  to  banks,    the   local  Production  Credit  Association,    and  the  Farm- 
ers Home  Administration.       On  June   30,    1954,    the  total  amount  of  non- 
real-estate  farm  loans   owed  to  these  three  lenders   was   $3   million.   The 
proportions   of  the  total  amounts   owed  to  banks   and  the  local  Production 
Credit  Association  have  declined  in  the   current  drought  period.      In  con- 
trast,   this  period  was   marked  by  a  substantial   rise  in  the  proportion  of 
the  total   amount   outstanding  owed  to  Farmers  Home  Administration 
(table    6).      Without  emergency  aid  .nany  farmers  would  have  been  unable 
to   continue  or  at  least  they  would  have  been  forced  to  curtail  farm  op- 
erations.     Bankers   and  others   in  the   area  have   recognized  the  necessity 
for  the   emergency  credit  program  of  the   Farmers  Home   Administration. 
One  banker  put  it  this   way: 

"We   are   of  the   opinion  that  there  is   a  definite  need  for  the 
'emergency  credit'   which  is  now  being  supplied  by  the   Farmers 
Home   Administration.      In  other  words,    during  this  drought 
period,    if  the  farmer  is  to  work  his   land  as  well  as  plant 
crops,    he  is   going  to  have  to  use  his   own  capital   or  utilize 
his   security  for   a  basis   of  borrowing  money  for  that  purpose. 
In  cases   where  his   security  will  not  warrant  a  bank  loan  he 
then  must  turn  to  the   FHA,    since  there   is   no  other  lending 
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agency  that   can  loan  money  on  the  basis   of  the   crop   as   security. 
We   are   of  the  opinion  that  this   country  will   come  back  out  of 
this   drought  and  in  a  period  of  time  the  borrower  from  the   FHA 
will  be   able  to   repay  his   loajis  to  them.  " 

Other  bankers   in  the   area  expressed  similar  views.      Bankers   have  been 
willing  to  subordinate   liens   to  the   Farmers   Home  Administration  and  to 
carry  old  balances   in  essentially  all  instances   in  which  further  bank 
credit  was   not   extended  because  of  insufficient  security.      For  the  most 
part  the   local  production  credit  association  has   cared  for  the   needs   of 
its   small  number  of  active   members,    although  few  new   accounts  have 
been  accepted  because   of  the   inability  of  many  farmers  to  meet   security 
requirements.       Merchants   and  dealers   have  played  an  increasingly  im- 
portant  role   in  supplying  needed   credit  to  many  farmers   and,    in  general, 
they  have   carried  a  substantial  volume   of  overdue  accounts. 

Commercial  Banks 


There   are    6   commercial  banks  in  the   area,    2  of  which  are   in 
Cimarron  County  and   4  in  Texas   County.       The   two  banks   in  Cimarron 
County  operate  under  State   charters;   they  are  not  members   of  the   Fed- 
eral Reserve   System.       The   4  banks   in  Texas   County  operate   under  na- 
tional charters.       These   are   relatively  small  country  banks  with  from   2 
to   6  full-time  officers   and  employees   each.       Total  deposits   of  these 
banks   ranged  from  about  $900,000  to  $4,800,000   each  on  June   30,     1954. 

Loans  made   by  these  banks   are   largely  agricultural;   at  the  end  of 
1954,    agricultural  loans    (including  CCC)   accounted  for   86  percent  of  the 
total   amount   outstanding.      Rough  estimates   indicate  that  from.   55  to   65 
percent  of  the  farmers  in  the  area  were  active  borrowers  on  non-CCC 
loans  from  the   6  banks  at  the   end  of  1954. 

Interest   rates   on  agricultural  loans   (excluding  CCC)   made  by  banks 
in  the   area  generally  range   from   6  to   10  percent,    depending  on  the  in- 
dividual borrower  and  the  security  offered.      The  usual   rate  on  general 
production  loans   is   8  percent,    whereas   livestock  loans   are  largely  at   6 
percent.      Loans   for  purchase   of  automobiles   and  farm  machinery  are 
usually  made   at   8  percent,    and  they  range   from   6  to   10  percent.       With 
the   exception  of  automobile   and  farm  machinery  loans,    maturity  dates 
are  usually  limited  to  a  year  or  less    -   usually  less   than   6  months.      Au- 
tomobile  and  farm  machinery  loans   are   ordinarily  written  to  mature   in 
12  to   18  months. 

Apparently,    agricultural  loans   made   by  banks   in  the   area  are  well 
secured.      Acceptable   security  is   usually  limited  to  livestock,    farm 
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machinery,   other  chattels,    and   real  estate.      A  crop  lien  is   not  ordinar- 
ily acceptable   as   sole   security,    because   of  the   uncertainty  of  crop  yields 
and  the   consequent   uncertainty  as   to  farm  income.       However,    when  crop 
prospects   are  fairly   certain,    shortly  before   harvest,    crop  loans   are   of- 
ten made.       In  addition,    some   unsecured  loans   are   made   on  the  basis   of 
financial  statements.       A  banker  in  the   area  indicated  that   agricultural 
loans   were  usually  limited  to   about   one -half  to  two- thirds   of  the  value 
of  security  offered  on  general  production  loans   and  to  a  maximum  of 
four-fifths    on   cattle   loans,    with  the   exact   amount  depending  on  the   indi- 
vidual borrower   and   his   income   prospects.       This   banker   also  stated  that 
farm  machinery  loans   were   limited  to   50   to   60  percent  of  the  purchase 
price   and   automobile   loans  to  a  maximum  of  two-thirds   of  the  purchase 
price   for  new  cars   and   50  percent  for  used  ones.      Other  bankers   in  the 
area   reported   similar  loan  policies.       Although  bank  lending  policies  have 
not  been   changed   explicitly  since   the   beginning   of  the   current  drought,   ap- 
parently bankers   are  screening  loan  applications   more   closely  and   ad- 
hering to  security  and   collateral   requirement  more   strictly  than  before 
the   drought   started.      Bankers   in  the   area  appear  to  be   more   reluctant 
to   make   loans   for  purchase   of  automobiles    and  farm   machinery,    and 
capital  investments,    and  farmers   have   become   more   reluctant  to  incur 
debts   for  these  items   in  the   current  drought.      Declines   in  the  values   of 
these  items  had  the   effect  of  a  curtailment  of  bank   credit.       Most  bankers 
in  the   area  reported  that  they  have   financed  few  purchases   of  farm  ma- 
chinery since  the  drought  started  and  that  livestock  loans  have  been  re- 
duced.      One   banker  said: 

"During  the  past   3   years   we   have   had   more   applications   for 
loans   from  customers   of  other  banks   than  we  have  had   in 
many  years,    and   in  turn  we   have   turned   down  more   loans. 
We   feel  that  this   increase   in  applications   for  loans   is   as   a 
result   of  surrounding  banks    curtailing  their   credit.       We  in 
turn  have  had  to   curtail   loans    on  which  the  margin  of  se- 
curity had  decreased  in  value   as   a  result  (of)  the   drop  in 
cattle   and  (used)   machinery  prices.  " 

In  the   World  War  II  period  non- real-estate  bank  loans   (excluding 
CCC)   to  farmers   in  the   area  were   at  a  relatively  low  level.      In   1946 
these   loans   rose  sharply  and  then  remained   relatively  stable  until  the  be- 
ginning of  1949  when  another  sharp  upturn  was    evidenced.      On  December 
31,     1950,    the   amount   outstanding  was   about  $2.  5  million  -  nearly  three 
times  the   amount  for  December  31,    1945,    and  more  than  five  times  the 
amoimt  for  June   30,     1940.       By  December   31,     1952,    the   amioimt  out- 
standing had  dropped  to  about  $1.  7   million  and   at  the   end  of   1954  it  was 
about   $1.6   million   (fig.  2).      In  mid-1950   outstanding  loans   of  the    6  banks 
accounted  for  76  percent  of  the  total  amount  owed  to  the   3   main 
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non- real-estate  lenders,    but  by  mid-1954  this  proportion  had  declined  to 
59  percent  (table    6).       Because   of  the   nature   of  agricultural  production 
in  the   area,    repayments   of  principal  are   normally  highest   in  the   last 
half  of  the  year  when   crop   and  livestock  marketings    are  heaviest,   where- 
as  the  volume   of  loans   is   usually  highest   in  the  first  half  of  the  year. 

Data  on  the  number  of  non-real-estate  bank  loans   outstanding  to 
farmers   were   secured  from  4  of  the    6   banks   in  the   area  by   6-month 
periods    -  December  31,     1949    -   June   30,    1953.      Two  of  the  banks   that 
reported  on  this   item  were  located  in  Cimarron  County  and  two  were  in 
Texas   County.      Based  on  data  for  these   4  banks,    the   number  of  non- 
real-estate   bank   loans   outstanding  to  farmers   has   varied   little   since 
1950.       This   contrasts   with  the  rather  sharp  decline  in  the   amount  of 
loans   outstanding  since    1951.      One   reason  for  the   reduction  in  average 
size   of  loan  outstanding  is   the   inability  of  farmers   to  furnish  adequate 
security  for  larger  locuis.      Also,    farmers   have   required  less   credit  for 
livestock  purchases   because   of  lower   cattle   prices   and   a  reduction  in  the 
number  of  cattle  needed  to  use   available  forage,    particularly  range   and 
wheat  pasture.       In   addition,    farmers   have   reduced   expenditures   for  ma- 
Tchinery  and   equipment. 

An  attempt  was   made  to  obtain  representative  data  on  the  numbers  of 
farm  loan    applications,    loans   made,    and   related  items   for   1952-54.      In 
general,    bankers   were  unable  to  furnish  these  data;   however,    they  were 
able  to  give   some  general  indications   along  these   lines.      The   general 
impression  was   that  the  volume   of  loan  applications  had  increased  some- 
what in  the  last   2  or   3   years,    whereas  the  proportion  of  applicants   re- 
ceiving loans   had  declined.       A   considerable   increase   in  the   number  of 
instances   in  which  new  credit  was   materially  reduced  or  discontinued 
was   reported.      Although  some   increase  in  refinancing  bank  loans   with 
other  lenders   was   indicated,    the  volume   of  such  refinancing  was  reported 
to  be   relatively  low.       Bankers  were  unanimous   in  reporting  that  old  bal- 
ances were   carried  over  when  the  borrower  was   unable  to  meet  sched- 
uled repayments   and  that  no  foreclosures   of  chattel  mortgages    and  liens 
had  been  made   in  recent  years. 

Only  two  banks   in  the   area  were   able  to  furnish  data  on  the   pur- 
poses  of  non-real-estate   loans   made  to  farmers.      One  tabulated  a  sam- 
ple  of  loans   made   in  the   first  half  of  each  of  the   years    1952  to   1954. 
Another  had   a  tabulation   of  outstanding  loans  by  purpose   available   on 
certain  dates   in  the    1950-53  period. 

These  limited  data  indicate  that  loans  for  livestock  purchase  have 
declined  considerably  since  1951.  This  may  be  attributed  to  the  sharp 
decline   in  cattle  prices   from  the    1951   peak  and  to  the   reduction  in 
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cattle  numbers   that  has   resulted   from  the   poor  condition  of  pastures. 
These   data  also  indicate  that  loans   for  general  production  and  family  liv- 
ing  expenses    and  loans   for   refinancing  debts   owed  to  these  two  banks 
have   accounted  for   a   considerably  larger  proportion  of  total  loans   since 
1951.       As   farm  income   declined   as    a  result   of  drought   and   lower  cattle 
prices,    many  farmers  found  it  increasingly  difficult  to  repay  debts   and 
to  finance   current  farm  operations. 

The  financial   condition  of  commercial  banks   in  Cimarron  and  Texas 
Counties   is   excellent.      A  high  proportion  of  the   assets   of  these   banks 
has   been  in  the   form  of  Government  obligations,    cash  and  amounts   due 
from  banks,    and  loans   guaranteed  by  the   Commodity  Credit  Corporation. 
At  the   end   of  1954,    these   items   accounted   for   83   percent   of  the  total  as- 
sets  owned  by  the    6   banks   while   loans   to  farmers   (excluding  CCC)   ac- 
counted  for  only  9   percent   of  the   total   (fig.    3). 

Total  deposits   of  these    6   banks   have   shown  no  pronounced  trend   in 
the   current  drought  period.       Since    1949,    deposits    on  December   31    have 
ranged  from  a  total  of  $17.0   million  to  $18.9   million,    with  an   average 
of  $17.  8   million.      Deposits   of  these  banks   have   changed  proportionately 
less   than  might  be   expected   in  view  of  sharply   reduced   farm  incomes. 
Although  no  detailed   analysis   of  deposits   was   attempted,    it  is  probable 
that  these  factors,    annong  others,    have  tended  to  offset  the   effect  of 
sharply  reduced   receipts   from  crop   sales   on  bank  deposits:      (1)   During 
the   current  drought,    and  particularly  since    1951,    farmers    and   ranchers 
in  the   area  have   curtailed   expenditures   for  such  items   as   machinery  and 
equipment   and  family  living;   (2)   livestock   receipts   increased  as   livestock 
inventories   were   reduced  as   a  result  of  unfavorable  pasture   conditions 
in   1952   and   subsequently;    (3)   income   from  mineral   leases    and   royalties 
has   increased  during  the   current   drought;    (4)    emergency  and   other  loans 
made   by  the  Farmers   Home  Administration  have   brought  new  money  into 
the   area,    particularly  since    1952.      In  addition,    payments   by  the   Federal 
Government  to  farmers   for   soil  and   moisture    conservation  practices  have 
increased  with  the    rise  in  the   number   of  cooperators. 

The   loan-asset   ratios   of  some   banks   in  the   area  have   been  very 
low  in   recent  years,    especially  in   Texas   County.       The   ratio   of  the  total 
loans   and  discounts   (including  CCC)   of  one  bank  in  Texas   County  has 
been  less  than   10  percent  on   7   of  the  last   10   semiannual  call  dates.      On 
one   of  these   dates,    it  was   as   low  as   3   percent.      Loan-asset   ratios   of 
the    2   banks   in  Cimarron  County  have   been   considerably  higher  than  those 
of  the   4  banks   in  Texas   County  (table   7).       The   loan-asset   ratios   (includ- 
ing CCC)   of  22  banks   in  surrounding   counties   averaged   26   percent   on 
June   30,     1953,    compared  with  the    16  percent   average  for   Texas   and 
Cimarron  Counties.       These   data  indicate   that  banks   in  the   area  have 
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Table  7.  -  Ratio  of  loans  and  discounts  to  total  assets,    commercial 
banks,   Cimarron  and  Texas  Counties,   Okla.  ,   semiannually, 
December  31,    1949-54 
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•^n   -- 

43 
34 

42 
27 

15 

14 

15 
11 

22 
19 

22 

15 
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31- 

1952 
June 
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•^n   _- 

37 
45 

35 

24 

15 
27 

14 
10 

20 
31 

19 
13 

mber 

31- 

1953 
June  30   -- 
December 

31- 

25 
31 

23 
18 

13 
26 

12 
13 

16 
27 

15 
14 

1954 
June 
Dece 

"^n   _- 

27 
42 

21 
21 

15 
32 

13 
12 

18 
35 

15 
14 

0\J 

mber 

31- 

Based  on  data  obtained  directly  from  the  6  banks  in  the  area,   the  Federal 
Deposit  Insurance  Corporation,    and  the  Board  of  Governors  of  the  Federal 
Reserve  System. 
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followed  quite   conservative   lending  policies   during  the   current   drought. 
However,    banks   in  the   area  have   been  of  material  help  to  farmers   by 
carrying  old  balances    and   subordinating  liens   to  the   Farmers   Home  Ad- 
ministration when  borrowers   have   had   inadequate   security  to   obtain  ad- 
ditional funds.      In  thi^   way  the  banks   assumed   additional  risk   on  their 
agricultural  loans   during  the   current  drought.      In  actual  practice   the   se- 
curity  required  for  a  farm  loan  from   a  bank  is   not  used  to  enforce   col- 
lection.      Rather  it   serves   to  protect  the  bank   and  the   farmer  against 
other  creditors   or  to  protect  the   bank   against  the   possibility  that  the 
farmer  might  be   forced  out  of  farming   altogether.      It  is   possible  that   a 
review  of  lending  policy  by  some   banks   with   respect  to   security  require- 
ments,   interest   rates,    and  maturity  requirements   might  result  in  mod- 
erate policy  revisions  that  would   affect  loan  volumes   considerably.      If 
ban]<ers   and  other  lenders   such  as   the   local  production  credit  association 
find  that  loan  volume   can  be   expanded,    the   need  for   emergency  credit 
will  be   reduced. 

The  Guymon,    Okla. ,    Production  Credit  Association 

The  Guymon,    Okla. ,    Production  Credit  Association  serves   farmers 
and  ranchers   in  the  three   Oklahoma  Panhandle   Counties    -   Beaver,    Cim- 
arron,   and  Texas.      Loans   in  Beaver  County,    however,    have  been  rela- 
tively insignificant  in   recent  years.       Only  4  percent  of  the  total  amount 
advanced  by  the   association  from   1949   to    1953   was   to  farmers  and   ranch- 
ers  in  that   county.       Data  on  PCA  loans   made   were   secured  directly 
from  the   association  for   1949   and   subsequent  periods   and  from  the  Farm 
Credit  Administration  for  earlier  periods.       These   data  include   Beaver 
County. 

Interest  rates   charged  by  the   association  have  varied  from   5.  0  to 
6.0  percent   in  the   last   few  years.      In   1949   and   1950  the   rate   was    5.0 
percent  annually.      In   1951   it  was   raised  to   5.5  percent   and  then  to   6.0 
percent  in   1952.      The   rate   remained  at   6.0  percent  until  mid-1954  when 
it  was    reduced  to   5.  5  percent.       In  addition  to  interest   charges,    a  loan 
service   fee   of  about  0.25  percent  is   made.      To  obtain  a  loan,    a  farmer 
must  buy  stock  in  the   association  in  an  amount  equal  to  $5  per  $100   or 
fraction  thereof  of  his   loan.      Loans   made   by  the   association  are   written 
to  mature   in  a  year  or  less.      Ordinarily  they  are   secured  with  chattels 
such  as   livestock,    machinery  and  equipment,    and   crop  liens.      The   asso- 
ciation has  not  found  it  necessary  to  resort  to  legal  action  to  effect   col- 
lection in  the  last  several  years.      Loan  renewals,    however,    have  in- 
creased considerably  in  the   last   3   or  4  years.      An  official  of  the   asso- 
ciation stated  that  new  members   are  not  accepted  unless   they  are  in 
sound  financial  condition,    but,    without  exception,    loan  renewals   have  been 
made   in   cases   where   borrowers   were   unable   to  meet   scheduled  repayments 
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without  impairing  farm  operations.      This   official  also  indicated  that  an 
increasing  number  of  new  applicants   were   refused  loans  because   of  inad- 
equate  security. 

In  the   1940's   the  volume   of  PCA  loans   outstanding  to  farmers   in 
the   area  was   at  a  relatively  low  level.      In   1950   and   1951   PCA  loans 
rose   sharply    and  by  the   end  of  1951   the  outstanding  amount  had  risen  to 
about  $900,000   compared  with  $119,000   at  the   end  of  1940.      At  the   end 
of  1951,    PCA  loans   accounted  for   27  percent  of  the  total  amount  owed  to 
the   3  principal  non-real-estate  lenders,    compared  with   17  percent  on 
Jtme  30,    1950.      In   1950   and   1951    cattle  prices   were  high,    cattle  numbers 
increased  rapidly,    and  the   condition  of  pastures   were  favorable.      In  1952 
pastures   were  poor  and   cattle  prices   broke   sharply.      As   a  result,    cattle 
numbers   on  farms   in  the   area  declined  and  loan  repayments   increased 
as   a  result  of  increased  cattle   receipts   and  fair   crop  yields.      Unfavor- 
able pasture   conditions   continued  in   1953   and   1954,    crop  yields   were 
well  below  average,    and  PCA  loans   declined.      In  mid- 1954  PCA  loans 
accounted  for  only  15  percent  of  the  total  amount   owed  to  the   3  princi- 
pal lenders   (tables    6-8,    fig.    4). 

From  January  1,    1940,    to  June   30,     1954,    the   Production  Credit 
Association  made   loans  that  totaled  more   than  $10   naillion,    28  percent 
of  which  represented   renewals   and  the   remaining   72  percent   cash  ad- 
vances.     Recently,    the  proportion  of  total  loans   which  were   renewals 
has  been  well  above  the   average   for  the  period.      In  the   1952-54  period 
loan  renewals   accounted  for  nearly  half  of  the  total  amount  of  loans 
made.       The   annual  average   size   of  loans   made   (including   renewals)  rose 
rapidly  in  the    1940-51   period.       Loans   made   in   1951    averaged  about 
$40,  000   in  size,    compared  with  $5,  000  in   1940,    but  with  a  decreased 
demand  for  livestock  and  machinery  loans  the   average  declined  to 
$22,000   in   1953   (table   8). 

A   complete  tabulation  was   obtained  of  PCA  loans   made   in  the   area 
from   1949   to   1953   and  in  the  first  half  of  1953   and   1954   according  to 
loan  purposes.       These   data  reveal  that  the  proportions  of  total  loans 
made  for  livestock   and  machinery  purchases   increased  from   1949   to 
1952   but  have  decreased  sharply  since    1952.      In   contrast,    the  propor- 
tions  for  refinancing  PCA  loans   held  and  those   for  general  production 
and  living  expenses  have   increased  considerably  (table   9). 

The  Guymon,    Okla. ,    Production  Credit  Association  is   in  excellent 
financial  condition.      Stock  of  that  organization  is   entirely  member-owned 
and  substantial  financial  reserves  have  been  accumulated;    at  the   end  of 
1954  financial  reserves   totaled  more  than  $108,000   and  net  worth  was 
nearly  $181,  000.      At  the   same  time,    association  stock  held  by  the 
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Table  8,  -  Non- real-estate  loans  to  farmers:    Number  and  amount  of  loans 
made  and  outstanding,    1940-53,    and  the  first  half  of  1953  and  1954, 
Guymon  Production  Credit  Association,   Guymon,   Okla.    L' 


Loans  outstanding 

Loans 

made 

during  period 

at  end  of 

period 

Year 

Amount 

Average 

Borrowers- 

Amount 

Borrowers^ 

. 

size  per 

. 

Total 

[    Renewals 

borrower 

1,  000 

1, 

000 

Number 

dollars 

Number 

dollars 

Percent 

Dollars 

1940---   • 

38 

119 

61 

309 

30 

5,060 

1941---   : 

51 

243 

76 

408 

27 

5,370 

1942-—   • 

46 

252 

65 

578 

17 

8,900 

1943--- 

31 

201 

51 

559 

23 

rO, 970 

1944—- 

19 

108 

39 

345 

42 

8,840 

1945--- 

20 

154 

34 

309 

10 

9,090 

1946--- 

26 

258 

27 

364 

2 

13,480 

1947--- 

31 

363 

35 

703 

14 

20,090 

1948--- 

19 

272 

22 

586 

34 

26, 640 

1949---   • 

23 

246 

36 

1. 

,007 

27 

27,960 

1950--- 

38 

634 

44 

1. 

,  169 

13 

26,  570 

1951--- 

40 

901 

39 

1 

,546 

25 

39,650 

1952-  — 

:            28 

554 

40 

1. 

,304 

43 

32,  590 

1953--- 

:           27 

511 

38 

849 

46 

22,340 

Jan.  -June 

1953--- 

30 

479 

24 

341 

29 

14,210 

1954--- 

27 

460 

17 

545 

57 

32,030 

Total- 

:          



624 

10 

,  581 

28 

16,960 

1/   Data  prior  to   1949   obtained  from  the   Farm  Credit  Administration 
and  from  the   association  for   1949  and  later. 


membership  was   only  $73,  000.      In  recent  years   the  number  of  loans 
made  by  the   association  has  been  small,    but  the   average   size   of  loan 
has   been  high.       Only   37   of  the   approximately   1,900   farm  operators   in 
the   2-county  area  received  PCA  loans   in   1953.      In  addition,    the  Guymon 
Production  Credit  Association  made   one  loan  in  Beaver  County  in   1953. 
This   association  made   a  smaller  number  of  loans   in   1953   and  in  1954 
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than  any  of  the  other  associations  in  operation  in  those  years.     With  interest 
rates  below  those  charged  by    banks   and  with  generally  satisfactory  maturi- 
ty dates,    it  would   seem  that  the   number   of  farmers   and   ranchers  served 
by  the   association  should  be  higher. 

Farmers   Home   Administration 

The   Farmers   Home   Administration  makes   loans   only  to  farmers 
and   ranchers   who   cannot   obtain   adequate   credit   from   other  sources   on 


Table  9.  -  Non- real-estate  loans  to  farmers:    Purposes  of  loans  made, 
Guymon,    Okla.  ,   Production  Credit  Association,     1949-53,    and  the 
first  half  of  1953  and  1954 


Purpose   of  loan 


Percentage   of  total   amount  of  loans   made 


1949 


1950 


1951 


1952 


1953 


Total   ■  1st    half 


1954 


1st  half 


Machinery 
purchased- 

Livestock 
purchased- 


General  production 
and  living 
expenses  


Refinancing  or  re- 
newal of  indebted- 
ness 

Association  held- 
Held  by  others-- 


Total- 


Pet.      Pet.      Pet.      Pet.      Pet.         Pet. 


3  4 


27  58  49  18  21 


20  15  16  33  30 


27 
23 


13 
10 


25 
5 


43 
5 


100        100       100 


46 
2 


100        100 


29 


35 


29 

5 


100 


The  Guymon,    Okla.  ,    Production  Credit  Association. 


Pet. 


30 


57 

4 


100 
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reasonable   terms.       Two  general   types    of  operating  loans   are   made  -  pro- 
duction and   subsistence,     and   emergency.       For  purposes   of  this    report, 
loans  for   soil    and  water   conservation  and  water  facilities   are   included 
with  non- real -estate  loans.    _' 

Production  and  subsistence   loans   are   made  to  farmers   for  farm  op- 
erating expenses   and   other  needs,    which  include   the    refinancing   of  in- 
debtedness  and  family  subsistence.       These   loans   are   made   for  periods  up 
to   7   years    at    5  percent   interest.       The   maximum  amount  of  any  one  loan 
is   $7,000,    and  total   indebtedness   is   limited  to  $10,000   per  borrower  for 
these   loans.       Security  for  production  and   subsistence   loans    consists   of: 
(1)   A  first  lien  on  all  crops   produced  as   well   as   on  the  livestock   and 
equipment   bought  with  loan  funds;    (2)    a  mortgage   on  other   chattels  owned; 
and  (3)   depending  on  individual   circumstances,    other  security  may  be 
taken. 

The  three   classes   of  enaergency  loans   made    consist   of  production 
emergency,    economic  emergency,    and  special  livestock.      Production  and 
economic   emergency  loans   are   made   only  in   regions   designated   as   disas- 
ter  areas.       Special   livestock  loans   may  be   made   in  any  area  to   estab- 
lished livestock  producers   who  are   unable   temporarily  to   obtain   credit 
from  other  sources   and  who  have   a  reasonable   chance   of  working  out 
their  difficulties   with  supplementary  financing.      Production  emergency 
loans  are  made  at  5  percent  interest  for  periods  consistent  with  the  ability 
of  the  borrower  to  repay.     Ordinarily  production  emergency  loans  secured 
by  chattels   are   scheduled  for  repayment  within   1   to   2  years.    _'     Loans 
for   repair  or  improvement  of  real  property  are   secured  with  real   estate. 
They  are   scheduled   for   repayment  within   1   to   10  years.       Amounts    ad- 
vanced for  crop  production   are   repayable   when  the   income   derived   from 
the   sale   of  crops   produced  with  the  loan  is   received.       To  be   eligible  for 
a  production  emergency  loan,    the   applicant   must  establish  that   a  substan- 
tial production  loss   was    sustained.       Economic   emergency  loans    are  made 
under  the   same  policies    as   production  emergency  loans,    except  that   ap- 
plicants  are  not   required  to  establish  a  production  loss.      Special  live- 
stock loans   bear  interest  at   5  percent.       They  are   to  be   repaid   as    rapidly 
as   possible   but  they  may  not  extend  beyond   3   years.       Such  loans   are   se- 
cured by  the  personal  obligation  and   available   security  of  the   applicant. 

Soil  and  water  conservation  and  water  facilities   loans   may  be   made 
either  directly  by  the   Farmers   Home   Administration  or   made   by  others 
and  insured  by  the   Farmers   Home   Administration.       These   loans   are 


5/    Many  loans  for  soil  and  water  conservation  and  water  facilities  are  se- 
cured with  real  estate  mortgages. 

6/   Legally,   these  loans  may  be  extended  up  to  5  years. 
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made   for  periods   up  to   20  years.       They  are   secured  with  the   best  lien 
obtainable   on   chattels    or   real   estate  to  the   extent   necessary  to  protect 
adequately  the  Government's   investment.      Direct  loans   bear  interest  at 
4.  5  percent,    whereas   insured   loans    are    at   3.  5  percent  plus   a   1   percent 
insurance    charge.       The   loans   may  be   used  to  pay  the   cash   costs   for  ma- 
terials,   equipment,    and   services   that   are   directly  related   to  the   applica- 
tion or  establishment   of  measures   for   soil   and   moisture   conservation, 
water  development,    and  drainage. 

The   number   of  operating  loan  applications    received   and  the   number 
approved  by  the   Farmers   Home   Administration  have   increased  sharply 
since  the  last  half  of   1951,    the   earliest  period  for  which  data  were  avail- 
able  for  the   two-county  area.       The   total   number  of  operating   loan  appli- 
cations  increased   from   52   in  the   last  half  of   1951    to   185   in  the   first 
half  of   1954,     and  the   number   approved  increased  from   32   to    122   in  the 
same  period.       The   number  of  borrowers   with  loans   outstanding  increased 
from   176   at  the   end   of   1951   to   245   in  mid- 1954.      These   increases   are 
due   largely  to   emergency  loans.       The   amount   of  operating  loans   out- 
standing in  the   area  has   increased  steadily  since   mid- 1950.       The  total 
amount   of  these   loans   outstanding  rose   from  $161,000   in  mid-1950  to 
$795,  000   on  June    30,     1954    -    an  increase   of  nearly  400   percent   (tables 
10-11). 

The   number  of  delinquent  production  and  subsistence   loans   has  in- 
creased in   recent  years.       At  the   end   of   1951    there   were    26  production 
and   subsistence   borrowers   with  delinquent   accounts    compared  with   52   at 
the   end   of   1952   and   73    at  the   end  of  1953.       On  June   30,     1952,    there 
were    25  borrowers   with  delinquent  production   and   subsistence   accounts 
compared  with  44  in   mid-1953   and   70   on  June   30,     1954. 

Loans   made   by  the   Farmers   Home   Administration,    especially  emer*- 
gency  loans,    no  doubt  have  helped  many  farmers  to  continue   operations 
despite   drought   and  lower   cattle   prices.       More   than   300   farmers   in  the 
area  received  emergency  loans   from  Farmers  Home   Administration  be- 
tween mid-1951   and  September   1954;   this   is    about   15  percent  of  the  to- 
tal number  of  farnas   in  the    2   counties.      About   50   farmers   received  reg- 
ular production  and  subsistence   loans   in  the   same  period.       The  need  for 
the   emergency  loan  program  is   well   recognized  in  the   area.    One  banker 
expressed  the  view  that  not  enough  farmers   who  were  qualified  for  emer- 
gency credit  were   applying  for  credit,    and   another  stated  that  the   Farm- 
ers Home  Administration  was  not   caring  for  the  needs   of  enough  emer- 
gency applicants.       In  some   instances,    however,    applicants   for   operating 
loans   from  Farmers  Home   Administration  have  insufficient   chattel  secu- 
rity to  obtain  non- real-estate   losins   from  other  sources   but  they  have 
real  estate  equities   sufficient  to  obtain  the   needed  amount  from  a  farm 
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Table  10.  -  Non-real-estate  loans  to  farmers:  Number  of  loan  applications 
received  and  number  approved.  Farmers  Home  Administration,  Cimar- 
ron and  Texas  Counties,   Okla. ,    semiannually,   June  30,    1951-54 


Item 


1951 

second 

half 


1952 


First 
half 


Second 
half 


1953 


First 
half 


Second 
half 


1954 
first 
half 


Emergency  !/• 


Water  facilities 
Total 


Number  Number  Number  Number  Number  Number 


Loan  applications 
received 

Production  and 
subsistence 

Em.ergency  ]J  -- 

Water  facilities - 
Total 

Loan  applications 
approved 

Production  and 
subsistence 


38 

11 

3 


24 

30 

23 

45 

6 

7 

29 
38 
17 


52 


53 


82 


84 


24 
6 
2 


12 

19 

20 

30 

1 

1 

25 

29 

1 


32 


33 


50 


55 


76 

28 

98 

150 

5 

7 

179 


145 


185 


59 

6 

79 

116 

7 

0 

122 


Ij   Includes   special   livestock  loans. 
Farmers  Home   Administration. 


real  estate  lender.    One   might  question  whether  the   Farmers   Home   Ad- 
ministration should  grant  operating  loans   in  such  instances.       An  example 
of  a  situation  in  which  the   Farmers  Home  Administration  granted  such  a 
loan  is   the   case   of  "farm  A,  "   which  is   discussed   later  in  this   report. 
An  operating  loan  was  granted  by  the   Farnaers   Home   Administration  to 


30 


Table  11.  -  Non- real -estate  loans  to  farmers:     Amount  outstanding  by  type 
of  loan,    and  number  of  borrowers  with  loans  outstanding.    Farmers  Home 
Administration,    Cimarron  and  Texas  Counties,    Okla.  ,   semiannually, 
June  30,    1950-54 


Date 


1950 

June  30 

December  31- 

1951 

June  30 

December  31- 

1952 

June  30 

December  31- 

1953 

June  30 

December  31- 

1954 
June  30 


Arncunt   of  loans    outstanding 


Produc- 
tion and 
subsist- 
ence 


Emergency 


Special 
live- 
stock 


Water 
facili- 
ties 


Total 


Borrowers 
with  loans 

out- 
standing 


1,  000 
dollars 


152 
219 


1,  000 
dollars 


1,000         1,000       1,000 
dollars      dollars   dollars        Number 


248 
243 


264 
249 


278 
319 


318 


19 
9 


23 
29 


47 

145 


348 


0 
18 


34 


9 
16 


17 
23 


23 
20 


19 
97 


95 


161 
235 


284 
275 


310 
298 


344 
579 


795 


IJ 
1/ 


176 


160 
153 


145 
210 


245 


1/    Not   available. 


Farmers      Home   Administration. 


this   farmer  in   1951    in  the   amount   of  $6,  500.       This   loan  was   secured 
solely  with  chattels   but  the   operator  owned   farm   real   estate   (valued  by 
the   Farmers   Home   Administration  at   $12,000)   which  was   debt-free.     It 
is   possible   that   all   or   at   least  part   of  the    $6,  500    could  have   been   ob- 
tained  by  this   operator  from   a  real   estate   lender  such  as   the   local  na- 
tional  farm  loan  association  or  the   State   of  Oklahoma.       It   is    recognized 


l 
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that  in  some   of  these   instances   the   Farmers   Home   Administration  should 
grant   emergency  loans   because   the   time   required  to   obtain   a   real  estate 
loan  may  result  in  undue   hardship  to  the  farmer. 

The   new  soil   and  water   conservation  loan  program  of  the   Farmers 
Home   Administration   should  be   of  immediate   interest  to  m.any  farmers 
who   are   unable  to   obtain   adequate   credit   from   conventional  sources   to 
finance   needed  practices    or  to   construct  needed  facilities   but   who  have 
sufficient  security  to   obtain  an  FHA  loan.      Some  farmers   may  find   it  to 
their  advantage  to  investigate  the  possibilities   of  irrigation  by  contacting 
their  county  agent.    Soil  Conservation  Service   technicians,    and   Farmers 
Home  Administration  officials   and  other  lenders.      This  program  should 
prove  to  be   a  valuable   aid  to  agriculture   in  the   area.      It  will  give  bank- 
ers  and  perhaps   other  lenders    an  opportunity  to   expand   their  loan  pro- 
grams. 

Merchants   and  Dealers 

Data   obtained   from  selected   merchants    and   dealers   in  the   area  in- 
dicate  that   both  total   sales    and   sales   to  farmers   have   declined   consid- 
erably during  the    current  drought  while  the  proportion  of  sales   that  were 
credit- financed  has  increased.     In  addition,   delinquent  accounts  have  in- 
creased although  few  instances  of  legal  action  to  effect  payment  have  been 
taken.     Apparently,    merchants  and  dealers  have  curtailed  somewhat  their 
financing  of  credit  accounts.     However,   manufacturer  financing  of  dealer 
sales  has   increased   considerably.       If  the   current  drought   continues,  fur- 
ther  curtailment  of  credit   extended  by  merchants   and  dealers,    particu- 
larly open  accounts,    will  be   necessary. 

Farm  Machinery   and  Automobile  Dealers 

Terms   of  financing  offered  by  dealers   in  farm  machinery  and  auto- 
mobiles vary  greatly,    not  only  between  dealers   but  also  within  individual 
firms.      Based  on  data  obtained   from  seven  selected   dealers   7_/  the 
chief  types   of  credit  accounts   held  or  serviced  by  dealers   are: 

(1)    Open  accounts,    which  usually  run  from   30   to   90  days   with  no 
interest   charged.      Indications   are  that  these   dealers   have  gen- 
erally reduced  the   amount   of  open-account    credit  extended 
since    1952,    especially  when  old  balances  have  been   carried 
over.       This   type   of  credit  was   extended  largely  for  the  pur- 
pose  of  financing   repairs   and  parts   for  farm  machinery  and 
automobiles. 


7_/    Including  4   dealers   which  handle  farm  machinery  only. 
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(2)  Notes   and   sales   contracts   financed   by  dealers   which  usually  ex- 
tend  from   12  to   18   months    at    6   to    10   percent   interest.       Al- 
though the  volume   of  this   type   of  credit   lias   generally  increased 
in  the   last  few  years,    most   of  the   dealers   indicated  that   in  the 
future   it   may  be   necessary  to   raise   interest   rates    and   lower 
maturity  dates   or  to   curtail  volume,    or  both.       This   type   of 
credit  is   used   chiefly  for  purchases    of  farm   machinery  and  for 
financing  larger   repair  and   parts   bills. 

(3)  Notes   and   sales    contracts   financed   by  manufacturers    and  held 
or   serviced   by  dealers,    which  were   usually  extended  for   12  to 
24   months   on   automobiles    and    12   to   3  6   on   farm   machinery  with 
interest   rates   at    5  to   8   percent,    discount   basis.       These   loans 
are   usually  made  with   recourse   on  the   dealer,    although  in  some 
instances   they  are   made   with  partial,    or  without,    recourse. 

(4)  Notes    and   sales   contracts   financed   by  banks    and  held   or   serv- 
iced  by  the   dealer.       The   volume   of  this    type   of  financing   of 
sales   made   by  the   seven  firms   was   negligible.       When  bank   fi- 
nancing is    involved,    the   accounts    are   usually  held   and   servdced 
by  the   bank  with   recourse   on   the   dealer. 

The   proportion  of  total   sales    financed   by  credit  has   increased   con- 
siderably in   the   last   few  years   because   of  sharply   reduced   farm   income 
resulting  from  drought   and   lower   cattle   prices.       In   1949   about  a  third  of 
the   total   sales   volume   of   6   of  the   7    companies   was    credit-financed,    either 
by  the   dealer   or  by  others,    and  held   or   serviced   by  the   dealer,    compar- 
ed with  48   percent   in    1953.       From    1949   to    1953   total   sales   of  those   6 
firms   declined   annually,    whereas   the   proportion   of  credit-financed   sales 
rose   each  year  (table    12), 

The   total  volume   of  credit   outstanding   on   dealers'    records   has   in- 
creased  substantially  in   recent  years.       Based   on   6   of  the    7    companies, 
the  volume   of  credit  outstanding   (including   open  accounts    and   notes    and 
sales    contracts)    in  mid- 1954   was    213   percent   above   the  volume   on  the 
same   date   in    1950.       The   largest   increase   in  volume   of  outstanding  credit 
has   been  in   manufacturer  financing.       In    1950   naanufacturer-financed  sales 
contracts   were   negligible   but  by  mid-1954  this   type   of  credit   exceeded 
the   amount  of  open  accounts   and  the   amount   of  dealer-financed  notes  and 
sales    contracts   outstanding.       In  mid- 19 50   manufacturer-financed   accounts 
based   on   6   dealers   amounted  to   only   6  percent   of  the  total   outstanding 
compared  with   36   percent   on  June    30,     1954.       This   increase   may  be 
attributed  largely  to   one   dealer  who  did   not  handle   manufacturer-financed 
accounts   before    1951   but  who  has   used  this   type   of  financing   extensively 
since  that  time.       Open   accounts   and   dealer-financed   notes    and   sales 
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Table  12.  -  Financing  of  farm  machinery  and  automobile  dealer  sales,    Cim- 
arron and  Texas  Counties,    Okla,  ,    1949-53,    and  first  half  of  1953  and 
1954    1/ 


Dealer   sales 

Proportion  credit-financed  2/ 

Year 

:     Total 

Propor- 
tion to 
farmers 

Open 

accounts 

Notes 
and 
sales  con- 
tracts 

Total 

Proportion 

financed 
with  cash  or 
trade-in   3/ 

1,  000 

dollars 

Percent 

Percent 

Percent 

Percent 

Percent 

1949--- 

1,  882 

75 

18 

15 

33 

67 

1950---    : 

1,  701 

75 

16 

17 

33 

67 

1951---   : 

1,  675 

77 

20 

22 

42 

58 

1952---    : 

1,  582 

73 

22 

25 

47 

53 

1953---   : 

1,  334 

70 

20 

28 

48 

52 

Jan.  -June : 

1953---    : 

707 

70 

20 

29 

49 

51 

1954---   : 

712 

67 

20 

34 

54 

45 

Ij    Based  on  6  of  7  com^panies  for  1949-53,    and  5  of  7  companies  in  the 
first  half  of  1953  and  1954. 

2j   Includes  amounts  held  or  serviced  by  dealers  only. 

3_/    Includes  notes  and  sales  contracts  not  held  or  serviced  by  dealers. 


contracts  have   increased   considerably  but   at   a  lesser  rate   than   manufac- 
turer-financed  accounts.       Open  accounts   outstanding  increased   50  percent 
from    mid-1950  to   mid-1954,    and   dealer-financed  notes   and  sales    con- 
tracts  increased    155  percent.       Bank-financed   accounts   held   or   serviced 
by  the   dealers   have   been  relatively  unimportant,    although  some   increase 
was   noted  in  the   last  year  (table    13). 
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According  to  dealers'    estimates   delinquent   accounts   were  high  as 
of  July   1,     1954    -   42  percent   of  the   amount   of  open  accounts   outstanding, 
53  percent  of  dealer-financed  notes   and  sales   contracts,    12  percent  of 
manufacturer-financed  accounts,    and   32  percent  of  the  bank-financed   ac- 
counts  were   reported  as   delinquent   in  mid- 1954.      Legal   action  to  effect 
payment  of  customers'    accounts   was   reported  in  relatively  few  instances. 
One   firm  reported  that  between  mid-1953    and  mld-1954   legal   action  had 
been  taken  on  4   open  accounts   and   another  dealer   reported  4  instances 
of  action  on  dealer- financed  notes.      An  automobile   dealer   reported  that 
he  had   made    2   repossessions   of  cars   during  that  time. 

Feed   and  Seed  Dealers 

Credit   extended  by  feed   and  seed  dealers   interviewed  in  the   area 
is  largely  op^n  accounts.      Sales   of  these   firms   are  virtually  all  to  farm- 
ers.      These   accounts   are  usually  extended  for  less   than  a  year.      Ordi- 
narily they  become   due   when  the   crop  is   harvested  or  when  livestock 
are   marketed.      Interest  of  5  to   10  percent  annually  is   usually  charged 
on  accounts   extended  for  more  than   30  days.      No  general   curtailment  of 
credit  has   been  made   by  these   dealers,    although  they  indicated  that  such 
action  may  become  necessary  because   of  the   recent   sharp  increase   in  de- 
linquent accounts.      These   dealers    reported  that  from   50  to   90  percent 
of  the   amount  outstanding  in  open  accounts   on  July   1,     1954,    had  not  been 
paid   as   scheduled.      One   dealer  said  that  two  cases   of  legal  action  to  ef- 
fect payment  of  accounts   had  been  taken  between  mid-1953   and  mid-1954. 

Indications   are  that  the   sales   of  feed  and   seed  have   declined  sharp- 
ly in  recent  years   because   of  the   reduced  livestock  numbers.      Based   on 
2  of  the   3   companies   reporting,    sales   of  feed  and  seed   in   1953   were 
about   14  percent  below   1952.      In  the  first  half  of   1954  they  were   36  per- 
cent below  the  same  period  in   1953.       The  third   company  reported  that 
sales   during  the  year  ending  June   30,     1953,    were  47  percent  below  those 
in  the   same  period  a  year  earlier  and  that  sales   made   between  June  30, 
1953,    and  June   30,    1954,    were    57  percent  below  the  preceding  year. 

The  volume  of  credit  outstsmding  on  the  books  of  the  three  dealers 
has  declined  considerably  since  the  beginning  of  1952,  the  earliest  date 
for  which  data  were  available.  The  amount  outstanding  at  the  beginning 
of  1953  was  36  percent  less  than  the  amount  a  year  earlier,  and  at  the 
beginning  of  1954  the  amount  outstanding  was  54  percent  below  that  out- 
standing in   1952. 
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Fuel   and  Oil   Dealers 

In  most  instances,    credit  extended  by  the  three  fuel  and  oil  dealers  — ' 
interviewed   in  the   area  is   on  open  account   and  no   interest   is    charged. 
In  a  few  instances,    the   customer   is    asked   to  secure   his   account  with  a 
note   when  balances   reach  about   $500.       Accounts   usually  become  due   in 
30   days   or   at  time   the   crop  is   harvested.       Some   curtailment   of  credit 
was   indicated   -    one   dealer   said   that  he   is    more    cautious    in  granting  new 
accounts   than  previously   and   is    reluctant  to   extend   further   credit   on  de- 
linquent  accounts.       Only   one   recent   case    of  legal   action  was    reported; 
one   dealer   remarked  that  the    relatively  small   size   of  average   accounts 
made  legal   action  impractical. 

Total   annual   sales   of  these   firms   increased   steadily  from    1949   to 
1953.       Sales   in    1953   were    25  percent   above    1949   and   7  percent   above 
1952.       The  proportion  of  total   annual   sales   made   to   farmers   declined 
slightly  in  this   period,     and  the  proportion   of  sales   which  were   financed 
with  credit   also  declined.       In    1953,     59  percent  of  all  sales    were   to 
farmers   and   61   percent   of  all   sales   were   on  credit   (table    14). 

Table  14.  -  Financing  of  fuel  and  oil  dealer  sales,    three  selected  dealers, 
Cimarron  and  Texas  Counties,   Okla.  ,    1949-53 


Year 


Dealer   sales 


Total 

Proportion      • 
•              to               ■ 

Proportion 
credit 

•        farmers          ' 

financed  1/ 

1,,  000 

dollars 

Percent 

Percent 

478 

62 

68 

490 

62 

68 

550 

62 

67 

559 

60 

63 

599 

59 

61 

1949- 
1950- 
1951- 
1952- 
1953- 


1/    Open   accounts   on  dealers    records. 


8/    The  chief  products  handled  by  these  dealers  include  gasoline  and  oil, 
tractor  and  heating  fuel,    and  tires,    batteries,    and  accessories. 
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The   amount  of  credit  outstanding  on  the  books  of  the  three  dealers  rose 
steadily  from  the   end   of   1949   to   mid- 19 54.       The   amount   outstanding  on 
June    30,     1954,    was    14  percent   above   the   same   period  in    1953,    and  dou- 
ble  the   anaount   outstanding  June    30,     1950.       As    of  June    30,     1954,    nearly 
3  5  percent   of  the   amount  outstanding  was    classed   as    overdue. 

Lumber  Yards 

Credit   extended  by  two  lumber   and   building   supply  dealers   inter- 
viewed  in  the   area  is   generally   confined  to   30-   to   60-day  open   accounts, 
with  no   interest   charged.      No   significant   changes   in   credit  policy  in  the 
last  few  years    were    reported.       One    company   reported  that    50  percent 
of  the   amount  of  credit   outstanding  on  June   30,     1954,    was   due   and  un- 
paid.      The   other   company,    which   ordinarily   finances    customers   on  a 
30-    or   60-day  basis    reported  that    15   percent   of  the   amount   outstanding 
was   on   accounts   that  had   been   carried   for   6   months   or   longer.       The    2 
companies    reported   4   cases   of  legal   action  to   effect  payment   of  accounts 
from  June    30,     1953   to  June    30,     1954;    none   of  these    cases   involved  farnri- 
ers. 

Annual  sales    of  these   two  firms   have   declined   since    1949.       Total 
sales   in   1953   were    29  percent  below    1949,    and   sales   in  the   first  half  of 
1954   were    52   percent   below  the   same   period   a  year   earlier.       Estimated 
sales   to  farm.ers   amounted  to   39   percent   of  the  total  volume    of  the   two 
companies   in   1953    compared   with   50  percent  in   1950.       In  the   first  half 
of   1953,    sales   to   farmers    accounted  for   34  percent   of  the   total   compar- 
ed with  45  percent   in  the  first  half  of   1954.       The  proportion   of  total    an- 
nual  sales    of  the  two   companies   that  was   financed  by  the  dealer  has   not 
varied  greatly  since    1949   (table    15). 

The  volume   of  credit   outstanding  on  the   books   of  the  two  dealers   at 
the    end   of   1953    was    13   percent   above  that   of  a  year   earlier   and    51   per- 
cent  above  the  volume  on  the   same   date   in   1951.      Data  on  outstanding 
credit  were   not   available  for  earlier  years. 

FARM  REAL  ESTATE   LOANS 

Farm-mortg'age   (real   estate)   loans   have   been  available   in  Cimarron 
and  Texas   Counties   at   relatively  low  interest   rates   and  favorable   maturi- 
ty dates.      In  general,    however,    advances   by  lenders   have   been  based   on 
appraisals   that  were   far  below  the  market  value.      In  some  instances  ap- 
praisals  of  farmland   appear  to  be   unrealistic  when  related  to  current 
market  values.      Despite   drought   and   a  sharp  decline  in  cattle  prices,    the 
market  value   of  farm  real   estate   in  the   area  has    remained   relatively 


-  38  - 


Table  15.  -  Financing  of  lumber  dealer  sales,   two  selected  dealers, 
Cimarron  and  Texas  Counties,    Okla.  ,    1949-53 


Year 


Dealer  sales 

Total 

Proportion 
to 
farmers 

Proportion 

credit 
financed  1/ 

1,000 

dollars 

Percent 

Percent 

400 

55 

68 

369 

49 

68 

299 

53 

67 

313 

44 

68 

283 

38 

68 

158 

34 

72 

76 

44 

67 

1949 

1950 

1951 

1952 

1953 

Jan.  -June 
1953 

1954 


1/    Open   accounts   on  dealers'    records. 


high.       This   high  and  stable   level   of  land  values   probably  results   from 
several   factors.       First,    most   farmland   in  the   area  is   under   mineral 
lease  to  gas   and  oil  interests,    and  income   and  potential  income  is   capi- 
talized into  land  values.      Second,    development  and  potential  development 
of  irrigation  facilities   has   tended  to  hold  land  values   at  a  high  level. 
Third,    farmers    and   ranchers   in  the  area   apparently   are   confident  that 
agriculture   can  survive  the   current  drought  without  disastrous   conse- 
quences.     It  is   likely  that  some  lenders   in  the   area  are  overcautious 
with  respect  to  farm  real   estate   lending  policies   but   at  the  same  time 
many  owners   of  farmland  tend  to  overvalue  farm  real   estate   in  terms 
of  its   income -producing   capabilities. 
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Farm  Real  Estate   Mortgage   Recordings 

No  distinct  trend  in  the  number  or  amount  of  farm  mortgages   re- 
corded in  the  two- county  area  in   1949-53   was   noted,    although  the  number, 
amount,    and  average   size   of  recordings   in   1953   were   considerably   high- 
er than  in   any  of  the   previous   4   years    (table    16).       However,    the   num.ber, 
amount,    and  average   size   of  mortgages   recorded  in  the   first  half  of  1954 
were   substantially  below  the   first  half  of  1953. 

Individuals   accounted  for   a  larger  proportion  of  both  the   total  num- 
ber and   amount  of  recordings   in   1949-53   and  the   first  half  of  1954  than 
any  other  lender  group.      Individuals   made   up  45  percent  of  the  total  num- 
ber  and  43   percent   of  the   total  amount  of  farm  mortgages   recorded   in 
this  period.      In  the   same  period  insurance   companies   accounted  for   20 
percent  of  the  total  amount  of  recordings   but  for  only  9  percent  of  the 
total  number  of  farm  mortgages    recorded.       This   compares   with   13   and 
20  percent   respectively  for   miscellaneous   lenders,     13    and    12   percent  for 
commercial  banks,    and    11    and   14  percent,     respectively,    for  the   Federal 
land  bank.      The   average   size   of  mortgage   recorded  in  the   area   in    1949- 
53   and  the   first  half  of  1954   ranged  from  nearly  $6,  000   for  miscellane- 
ous  lenders    _'  to  $20,  000   for  insurance   companies. 

Federal  Land  Banks 


Federal  land  bank   loans   are   made  in  the   area  through  the   local  na- 
tional farm  loan  association.       These   loans   may  be   written  for  periods 
ranging  from   5  to  40   years    (usually  from   20-   to   30-odd  years)    depending 
on  the   needs    and   repayment   capacity  of  the   borrower.       The   interest  rate 
on  Federal  land  bank  loans   is    currently  4  percent.      Loans   are   amortiz- 
ed  over  the   repayment   period   and  installments    are   due   semiannually. 
The   amount   loaned   may  not  exceed   65   percent   of  the   appraised  normal 
value   of  land   and   improvements,    and   the   total   amount   outstanding   to  any 
one  borrower  may  not   exceed  $100,  000. 

The  amount  of  Federal  land  bank  loans  outstanding  in  the  two -county 
area  has  increased  each  year  since  the  beginning  of  1950.  On  January  1, 
1954,  the  amount  was  $655,000  -  74  percent  above  the  $377,000  outstand- 
ing on  January  1,  1950.  The  number  of  loans  outstanding  increased  from 
130  at  the  beginning  of  1950  to  155  on  January  1,  1954.  However,  the 
number  outstanding  on  January  1,  1954,  was  34  percent  below  the  number 
outstanding  on  January  1,  1946,  and  78  percent  below  the  number  out- 
standing in  the   same  period  in   1941    (table    17). 


9_/    Miscellaneous  lenders  include  the  Farmers  Home  Administration,   the 
Oklahoma  Department  of  Commissioners  of  the  Land  Office,   and  others. 
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Table  16.  -  Farm  real  estate  loans:    Farm  mortgages  recorded  and  average  size  of  mortgage  recorded 
by  lender  group,   Cimarron  and  Texas  Counties,    Okla. ,    1949-53  and  the  first  half  of  1953  and  1954 


Item  and  year 


Mortgages  recorded 

1949 

1950 

1951 

1952 

1953 

Jan. -June 

1953 

1954 

Average  or  total-- 


Value 

1949 

1950 

1951 

1952 

1953 

Jan.  -June 

1953 

1954 

Average  or  total- - 


Average  size 

1949 

1950 

1951 

1952 

1953 

Jan. -June 

1953 

1954 

Ave rage - 


Federal 

land 
bank 


Individ- 
uals 


Comnner- 

cial 
banks  1/ 


Insurance 
compa- 


Miscella- 

neous 
lenders    2/ 


14 


Percent 


10 

9 

21 

10 

8 


11 


Dollars 


7,  500 

8,  000 
G,  410 
6,000 
5,  830 


210 
500 


6,  360 


Percentage   of  total   number 


Percent 

Percent 

Percent 

Percent 

Percent 

11 

61 

12 

6 

10 

10 

48 

13 

6 

23 

23 

40 

10 

7 

20 

14 

53 

8 

10 

15 

13 

33 

12 

14 

28 

14 

41 

10 

19 

16 

17 

34 

14 

13 

22 

45 


12 


20 


Percentage   of  total  anr^ounts 


Percent 


GO 
33 
38 
48 
40 


Percent 


17 
10 
14 
9 
14 


45 
40 


15 
20 


Percent 


9 

31 
11 
24 
22 

28 
19 


Percent 


4 
17 
16 

9 
16 


5 
12 


43 


13 


20 


13 


Dollars 


8,  100 
6,  160 
6,  670 
8,000 
12,480 

14,030 
10, 250 


Dollars 


11,440 
7,  000 

10, 310 
9,  180 

11, 680 

18,400 
11, 580 


Dollars 


12, 8G0 
46,  200 
12,  560 
21,  150 
16, 500 

19,  390 
12,  360 


Dollars 


3,  540 
6,740 
5,700 
5,  580 
5,  710 

4,  270 
4,830 


Recordings 


8.  300 


10,080 


19. 890 


5,  660 


Number 


129 
167 
136 
132 
176 

96 
83 


3/ 


823 


3/ 


1,000 
dollars 


1,  064 
1,  501 
973 
1,  156 
1,791 

1,  231 
712 


7,  197 


3/ 


Dollars 


8,  250 
8,990 

7,  150 

8,  760 
10, 180 

12,  820 
8,  580 


8,740 


1/  Based  on  location  of  the  security  rather  than  location  of  the  bank  and  therefore  not  strictly  compa- 
rable with  outstanding  amounts  presented  elsewhere  in  this  report. 

2/  Includes  Farmers  Home  Administration,  the  Oklahoma  Department  of  Commissioners  of  the  Land 
Office,    and  others. 

3/    First  half  of  1953  included  with  year  1953. 


The   National    Farm  Loan  Association  of  Guymon,    Okla. 
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Table  17.  -  Farm  real  estate  loans:    Number  and  amount  of  Federal  land- 
bank  loans  outstanding,    Cimarron  and  Texas  Counties,   Okla.  ,    specified 
dates,    1941-54  L^ 


Date   -^ 


Loans   outstanding 


Quantity 


Amount 


January   1: 

1941 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

July  1: 

1953 

1954 


M  umber 

661 

235 

199 

131 

147 

130 

146 

156 

157 

155 

156 

155 

1,000 
dollars 


L/ 

L/ 
L/ 
L/ 
U 
'ill 

534 
627 
653 
656 


647 
655 


!_/   Data  are  not  available  for   1940   and   1942  to   1945   and   amounts   out- 
standing are  not  available  prior  to  January   1,     1950. 

Data  for   1949  to   1954  obtained  from  The  National  Farm  Loan  Associ- 
tion  of  Guymon  and  from  the   Farm  Credit  Administration  for  earlier 
years. 


The  number  and  amount  of  Federal  land-bank  mortgages   recorded 
have  varied   considerably  in  the   last  few  years.      The   amount  of  farm 
mortgages   recorded  by  the  Federal  land  bank  in   1949-53    and  the  first 
half  of  1954  has   been  low  compared  with  other  farm  real  estate   lender 
groups.      Only   11   percent   of  the  total  amount  of  recordings  in  that  period 
were  for  Federal  land-bank  loans    (table    16).       This   may  be    partly  at- 
tributed to  the   relatively  low  land-bank  appraisals   on  farmland  in  the 
area,    especially  in  Cimarron  County   where   land-bank  appraisals  have 
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ranged  from   about  $5   to   $17   per  acre.      In   Texas  County  land-bank   ap- 
praisals  have   generally  ranged  from  $5   to   $3  5  per   acre.    12'      It   appears 
that  in   some   instances,    land-bank   appraisals   have   been  less  than   20  per- 
cent  of  current   market  value.       In  November   1953,     6  tracts    of  farmland 
in   Ciraarron  County  totaling  about   880   acres   sold   at   auction  for   an   aver- 
age  of  about  $78   per   acre.       On  the   same   date,     11   tracts   of  farmland 
in   Texas   County  totaling   about   1,  760   acres   sold   at   auction  for   an   aver- 
age  of  $85  per   acre.       In  September    1954,    about    1,  100   acres   of  farm- 
land in   Texas   County  sold   at  auction  for   an  average   of  approximately 
$100   per   acre.       The  differential  in   land-bank   appraisals   between  the   two 
counties   has   been   reflected   in  an  extremely  low  volume   of  loans   in  Cim- 
arron  County   -   only   9  percent  of  the   number   and    11   percent  of  the 
amount   of  total   land  bank   mortgages    recorded  in  the   two-county  area  in 
1949-53   and  the   first  half  of   1954  were   in  Cimarrron  County.       An  addi- 
tional factor  in  the   comparatively  low  volume   of  land-bank   loans   in  the 
area  has   been  the   activity  of  the   State   of  Oklahoma  in  farm   real   estate 
lending.       The   State   makes   loans   at   3   percent   compared   with  the   land- 
bank  rate   of  4  percent. 

There  have  been  no  foreclosures   of  land-bank   loans   in  the   area  in 
recent  years.       Delinquencies   have   been   relatively  low,    but   they  have   in- 
creased  considerably  during  the   current  drought.       At  the   beginning  of 
1950   no  delinquent   loans   were   outstanding   and  only  one   was    outstanding 
at  the   beginning   of   1951,    but  by  January   1,     1954,    the   number   of  overdue 
loans   had   risen  to   36.       No   extensions   or  deferments   were   reported. 

A  tabulation  of  land-bank   loans   made   by  the   local  national  farm 
loan  association   reveals  that  the   total  amount  of  land-bank  loans   used  to 
refinance   real   estate   mortgages   held  by  the   land  bank   and  non- real-es- 
tate debts   held  by  others   has    increased   considerably  in  the   last  few  years, 
whereas  the  proportion  used  to   refinance  non-land-bank   real  estate  loans 
generally  declined.      Loans   made   for  farm  real  estate   purchases  have 
showed  no  definite   trend   during  the   current  drought,    although  in  the  first 
half  of   1954   loans   for  that  purpose   were   substantially  below  those   of  a 
year  earlier.       The   proportion   of  total  loans   used  for  livestock  purchases 
increased  from   1949  to   1951   but   since   that  time   it  has   declined   consid- 
erably.      Loans   for  purchases   of  farm  machinery  have   been  unimportant 
in   recent  years   (table    18). 

The   local  national  farm  loan  association  is   actively  seeking  new 
loan  accounts   but  it  has   been  handicapped  by  the   extremely  low  land-bank 


10/    The   appraisal  policy  of  the  Federal  land  banks  has  been  revised  in  the 
lasFfew  months  to  make  valuations  generally  more  liberal.     However,   the 
effect  of  this  change  in  policy  on  appraisals  in  these  2  counties  is  not  known. 
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Table  18.  -  Farm  real  estate  loans:    Percentage  distribution  of  Federal  land 
bank  loan  proceeds  by  purpose,   Cimarron  and  Texas  Counties,   Okla.  , 
1949-53  and  the  first  half  of  1953  and  1954 


Purpose  of 
loan 


Proportion  of  total  loan  proceeds 


1949 


1950 


1951 


1952 


1953 


Total 


First 
half 


1954 
first 
half 


Percent  Percent  Percent  Percent  Percent  Percent  Percent 


Purchase  of 
farm  real 
estate 

39 

Refinancing  of 
real  estate 
debt: 

Held  by  the 
land  bank-- 

16 

Held  by 
others 

:         29 

Refinancing  of 
other  debts 

0 

Repairs  and  im- 
provements to 
land  and  build- 

13 

mgs 

Purchase  of  ma- 
chinery  

Purchase  of 
livestock 

General  farm 
operations 

1 
0 
0 

Other  known 
purposes 

2 

29 


23 


36 


25 


26 


13 
11 
12 


7  15 

20  12 

24  17 


28 
6 

24 


38 

9 

14 


5 

9 

19 

0 


1 

2 

14 

11 

10 

3 

0 
0 

1 

15 
1 


0 

0 
0 

13 


50 

7 

27 


1.000       1,000  1,000       1,000       1,000        1,000        1,000 

dollars   dollars      dollars   dollars    dollars     dollars    dollars 


Total  loan 
proceeds- 


72 


162 


180 


98 


66 


37 


44 


The   National  Farm  Loan  Association  of  Guymon,    Okla. 
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appraisal  policy.       Those   farmers   who  seek   real   estate   loans   in   small 
amounts   might    consider  the  low   rates   and   long   term.s   offered  by  the  land 
bank.       Some   farmers   may  find   it   advantageous   to   refinance   short-term 
debts   with  real  estate   mortgages   in  order  to   reduce   annual  payments. 
Despite    the   hazardous   nature   of  farming  in  the   area  there   is   some   ques- 
tion  as   to  whether   land-bank   appraisals   have   not  been  too  low   -   particu- 
larly in  Cimarron  County.      An  upward   adjustment  in  appraisals   should 
have   a  marked  effect   on  the   volume   of  loans.  JJ_' 

Life   Insurance   Companies 

Based  on   reports   from  bankers   and  other  lenders   operating  in  the 
area,    only  three   life   insurance    companies   are   active   in  farm   real  estate 
lending  in  Cimarron   and   Texas   Counties.      Two  of  the  three   companies 
responded  to   inquiries   with  respect  to  lending  policy,    lending  activity, 
and   related  data.      These  two   companies   accounted  for  about   66  percent 
of  the  number   and  for   63   percent   of  the   total   amount   of  farm   real  estate 
mortgages    recorded   by  insurance    companies   from   1950   to  June   30,    1954. 
In  addition  to  the   3    active   companies,    inquiries   were   sent   to   2   other 
companies,    neither  of  which  have   made   loans   in  the   area  in  recent  years. 
However,    an  official  of  one   of  the   two   inactive   companies   stated: 

"We   would,    however,     consider  ranch  loans    at   a   5-percent 
interest   rate   for   20  years   on  units   large   enough  to   carry 
a  minimum  of   150    cows   on   a  year   round   basis." 

The   two   companies   that  are   active   in  farm   real  estate   lending  in 
the   area  indicated  that  interest   rates   are   currently  at   5  percent   with   a 
20-year   repayment  period.       One   of  these    companies   summarized  its 
lending  policy  in  the   area   as   follows: 

"We   require   large -size    ranch  or   combination   crop   and 
livestock  units    and  try  to   avoid   straight   crop  farms.      Most 
of  our  loans   in  the   area  are   written  with   20 -year  terms 
and  while   most   of  them  are   fully  amortized  during  that 
period,    we  quite   often  permit  principal  payments   of  3   or 
4  percent  annually  with  a  lump  sum  payment  of  the   balance 
upon  maturity  of  the   loan.      Interest   rates  have   risen  in  the 
area  from  4   and  4   1/2  percent  in  1950-1952  to   5  percent 
in   1953-1954." 

This   company  made   only  seven  loans   in  the   area  from   1950  to  mid- 19 54 


11/    See  footnote   10,    page    42. 
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but  the   amount  loaned  totaled  $352,  000,   which  was   largely  used  to  finance 
farm   real  estate  purchases. 

The   second   conapany  made   37   loans  totaling   about  $520,  000   from 
1950  to  mid-1954.      Of  the   37   loans   made   in  that  period,    17  were   for 
irrigation  developnaent  and  the   remaining   20  were   for  other  purposes. 
This   company  has  become   increasingly  active   in  real   estate   lending  in 
recent  years;    19   loans   were   made   in   1953    compared  with  only   1    in   1950. 
In  the   first  haK  of  1954  this    company  closed   9   loans   compared  with   13 
in  the   same  period  a  year  earlier.       Thirteen  of  the    17   irrigation  loans 
were  made  in   19  53   and  in  the  first  half  of   1954.      An  official  of  this 
company  reported  with  respect  to  irrigation  loans: 

"You  will  note   particularly  the   increase   in  the  number  of 
irrigation  loans   beginning  early  in   1953.      A  good   many 
of  these  were   approved  late  in   1952   and  while  we  have 
made   a  number  of  these   in  prior  years,    the  local  interest 
in  irrigation  development  increased  materially  about  that 
time   and  we  participated  in  greater  measure.      We   are   a 
bit   concerned  with  some   of  the  deep  lifts   where  natural 
gas   is   not   available  for  pumping  but  our  local   represen- 
tative  is    continuing  to  stay  in  close  touch  with  this   irri- 
gation development   and  the   farmers   generally  are   acquiring 
better   results   and  we   are   satisfied  with  the   type   of  securi- 

"ty you  will  note   considerably  fewer  loans   proportionately 

in  Cimarron  County  for  the    reason  that  there   has   been  less 
irrigation  development   and  we   feel  we   should  tread   carefully 
on  dry  land  loans   in  that  area.  " 

Of  the   37   loans   made   in  the    1950-mid-1954  period,    25  were  in  Texas 
County  and   12   in  Cimarron.       The   number  and   amount  of  farm  real  es- 
tate  loans   made   by  these  two  active   companies   in   1950-53   and  the  first 
half  of  1953   and   1954   are   summarized  in  table   19.       Based  on  these  data, 
life   insurance   companies   are   quite   selective  with  respect  to  farm  real 
estate   lending  in  the  two -county  area. 

For  larger  operators   who   require  larger  real  estate  loans   and   for 
those  farmers   who  seek  loans   for  irrigation  development,    it  may  be   ad- 
vantageous  to  investigate   the   possibility  .of  obtaining  a  life   insurance 
company  loan.      In  general,    life   insurance   companies  •  confine   their  lending 
activities  to  larger  operators   with  combination  crop  and   livestock  opera- 
tions  and  to  loans  for  irrigation  development.      Although  interest   rates 
charged  by  life  insurance   companies   are   above  those   charged  by  such 
lenders   as   the  State   of  Oklahoma  and  the   Federal  land  bank,    the   amounts 
loaned  per  acre   of  land   are  higher. 
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Table  19.  -  Farm  real  estate  loans:     Number  and  amount  of  loans  made  by 
two  selected  life  insurance  companies,    Cimarron  and  Texas  Counties, 
Okla.  ,    1950-53  and  the  first  half  of  1953  and  1954 


1/ 


Year 


Loans   made 


Quantity 


Amount 


1950--- 
1951--- 
1952--- 
1953--- 

Jan.  -June 
1953--- 
1954--- 


Number 

4 

4 

6 

20 


14 
10 


1,  000 
dollars 

307 
41 
84 

309 


246 
132 


1/  These  two  companies  accounted  for  about  68  percent  of  the  number 
and  63  percent  of  the  amount  of  farm  real  estate  mortgages  recorded  by 
life   insurance   companies   in  the   area  in  the    1950-mid-1954  period. 


Farmers   Home   Administration 


Two  general  types   of  farm  real  estate   loans   are   made  by  the  Farm- 


ers  Home   Administration   -   farm -ownership  and    farm-housing  loans. 


12/ 


However,    these   loans  have   been  unimportant   in  Cimarron  and   Texas 
Counties.       In  mid- 1954   only  one   farm-ownership  loan  was   outstanding  in 
the   amount  of  $7,000   and   only   12  farm-housing  loans   were   outstanding 
in  the  total  amount   of  $80,  000.      No  applications   for  farm-ownership 
loans   have  been   received  by  the   Farmers  Home  Administration  since 
mid-1951,    although   14  applications   for  farm-housing  loans   were   received 
between  mid- 19 51    and  June   30,    1954.      None   of  these   applications   were 
approved.      When  funds   are   available,    farm-housing  loans   may  be   made 
for  periods   ranging  from   5  to   33   years   at  4-percent   interest. 


12/   Operating  loans  are  secured  with  farm  real  estate  in  some  instances. 
However,   for  purposes  of  this  report  only  farm -owner  ship  and  farm-housing 
loans,   which  in  all  cases  require  first  or  second  real  estate  mortgages  as 
security,   are  considered  as  real  estate  loans. 
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Commercial  Banks 

Data  on  farm  real  estate   loans   for  the   six  banks   in  the   area  are 
by  location  of  the  banks   rather  than  by  location  of  the   security.       Data 
on  farm  mortgages    recorded  by  commercial  bajiks   (table    16)    are   by  lo- 
cation of  the    security.      Data  on  the   number   and   amount  of  farm   real   es- 
tate  mortgages  held  by  the    6   banks   in  the    2 -county  area  apparently  ex- 
cludes  short-term  loans  when   real  estate   mortgages    are  taken  as   addi- 
tional security,    whereas   data  on  commercial  bank  recordings   include 
such  loans. 

Interest   rates   on  farm  real  estate   loans  made  by  the   6  banks  in 
the   2-county  area  range   from   6  to   8  percent  for  periods  that  range  from 
1   to   5  years.      Because  of  legal  requirements   with   respect  to  appraisals, 
maturities,    and  other   restrictions,    bankers   in  the  two-county  area  make 
no  attempt  to   compete   actively  with  other  farm   real   estate  lenders  who, 
in  general,    are   able  to  offer  longer  terms   and  lower  rates   of  interest. 
Real  estate  loans   made  by  the  six    banks   in  the   last  few  years   have  been 
largely  for  the  purpose   of  refinancing  short-term  debts   held  by  the  banks. 
The  number  and  amount  of  farm  real  estate   loans  held  by  banks   in  the 
area  have   been  low   -    at  the  end  of   1954  the   outstanding  amount  totaled 
only  $67,  000   on  about   23   loans   (table    20). 

State  of  Oklahoma 

The   State   of  Oklahoma  through  the  Department   of  Commissioners 
of  the   Land   Office  makes  farm  real  estate   loans   to  Oklahoma  residents 
who  own  farmland  within  the   State.       These   loans   bear  interest  at  3  per- 
cent;  they  are   amortized  over  a  period  of  25  years.      Among  other   re- 
quirements,   t.;  be  eligible  for  a  loan  an  applicant    must:      (1)   Own  at 
least  an  undi^    ied  one-half  of  the  minerals   in  and  under  each  and  every 
acre  of  the  lana  offered  as  security  except  when  at  least  half  of  the  minerals 
are  owned  by  the  State  or  when  the  minerals  are  held  in  trust  by  the  Federal 
Government  for  the  benefit  of  an  Indian  tribe  or  tribes;  and  (2)  if  the  land 
offered  for  security  lies  within  an  organized  soil  conservation  district,   the 
applicant  must  agree  to  comply  with  the  soil  conservation  program  of  the 
district.     No  new  loans  may  be  made  on  any  tract  of  land  of  less  than  20 
acres  nor  for  more  than  $50  per  acre,    regardless  of  value.     The  minimum 
size  of  loan  that  can  be  made  is  $300,   and  all  loans  are  made  in  multiples 
of  $100,     In  addition,   no  loan  may  exceed  50  percent  of  the  appraised  value 
of  the  land  (exclusive  of  improvements)  nor  naay  the  total  principal  owned 
by  any  individual  or  family  exceed  $10,  000. 

The   number  of  real  estate   mortgage   loans   made  by  the   State  has 
increased  considerably  since    1950.      In   1953    a  total  of   50  loans   we.rr^ 
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Table    20.  -  Farm  real  estate  loans:    Number  and  amount  of  commercial  bank 
loans   outstanding,     6   commercial  banks,    Cimarron  and   Texas   Counties, 
Okla.  ,    December  31,    1949-54    L/ 


Year 

Loans    outstanding 

Quantity              [                   Amount 

1  Q/IQ _ 

1,000 
Number                                   dollars 

24  60 
29                                             88 
27                                             72 

25  69 
24                                             85 

2/     23                                             67 

IQCfJ 

ifOU —                — 

1QC1 

lyDi        —    —    — - 

IQCO _ 

1QCQ_ _ 

lyoo-        — - 

1  Qf^A-         -.  _ 

lyoft-    --'-    -    — 

1/   Data  are   by  location   of  bank   and  not  location  of  security. 
2j   Estimated, 

Data  for   1949-53   were   obtained  directly  from  the    6  banks  in  the   2 
counties.      Data  on  the   amount  outstanding  December  31,    1954,    were  ob- 
tained from  the   Federal  Deposit  Insurance   Corporation  and  the  Board  of 
Governors   of  the  Federal  Reserve   System. 


made  in  the  area  compared  with  20  in  1950.  In  the  first  half  of  1954  a 
total  of  17  loans  were  made  compared  with  only  7  in  the  same  period  a 
year  earlier. 

In  September   1954  the   number   of  farm-mortgage   loans   outstanding 
in  the   area  was    182   in  the   amount  of  $734,000,      Of  these    182   loans,    31 
were   delinquent  at  that  time.      However,    the  total  amount  delinquent  was 
only  about   $5,  600.       On  the    same   date    91    sales    contracts   with  unpaid  bal- 
ances  totaling  $174,000   were   outstanding.       Thirty-six  of  the   91    sales  con- 
tracts  had  overdue  payments   in  the   amount  of  $6,  800.      No  sales   con- 
tracts have  been  effected  in  the   area  since    1946   (table   21), 


The   real   estate   lending  program  of  the  State  of  Oklahoma  through  the 
Department  of  Commissioners   of  the   Land  Office  will  warrant  investiga- 
tion by  owners   of  farmland   who   require   real  estate   loans   of  $10,000   or 
less.       Some   farmers   might  find  it  advantageous   to   refinance    real  estate 
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Table   21.  -  Real  estate  loans  to  farmers:    Number  of  State  of  Oklahoma 
loans  made,   outstanding,   and  delinquent,   Cimarron  and  Texas  Counties, 
Okla. ,   specified  dates 


Item 


Regular 
mortgage 


Sales 
contracts 


Total 


Loans   outstanding,   September  1954 
Number number- - 


Amount 1,000  dollars- 

Delinquent  loans,  September   1954 


Number number 

Unpaid  principal 1,000  dollars- 
Amount  delinquent dollars 


Loans  made 
1950 


1951 

1952 


number 

---do 

---do 


1953 

Jan.  -June 
1953 


•do- 


182 
734 


31 

115 

5,  600 


20 
25 
16 
50 


1954- 


•do- 


17 


91 
174 


273 
908 


36 

67 

67 

182 

6,800 

12,400 



20 



25 



16 



50 



7 

—  ~  « 

17 

Commissioners   of  the  Land  Office,    State   of  Oklahoma. 


loans  held  by  other  lenders  with  the  State   -   the  long  terms   and  low  in- 
terest  rate  may  provide   a  means   of  reducing   annual  payments   of  many 
farmers  who  find  their  present  obligations   burdensoijie. 
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Individuals   and   Other  Lenders 

Except  for  data  on  farm- mortgage   recordings,    no  information  was 
obtained  for  individuals   or  other  lenders  not  mentioned  above.      Based 
on  farm-mortgage   recordings,    individuals   are  the    chief  class   of  farm 
real  estate   lenders   so  far   as   the  number   and   dollar   amount   of  loans 
made   are   concerned.       Farmers   often  find  that  loans   from  individuals 
are   offered  on  attractive   terms   and  that  the   amount   loaned  in  relation  to 
land  values   is   sometimes    considerably  higher  than   can  be   obtained  from 
other  lenders.       Farmers   who   seek  loans   on  farm   real  estate   should   in- 
vestigate the  possibility  of  obtaining  credit  from  this   source. 

ADJUSTMENTS  MADE   BY  INDIVIDUAL   FARMERS 

Farmers   in  the   area  have   reduced   expenditures   considerably  during 
the    current  drought,    particularly  since    1951.       Even  with  sharply  reduced 
expenditures   net  receipts   have   been  alarmingly  low,    and  many  farmers 
have   incurred  substantial  debts   in  order  to   continue   operations. 

Case   studies   were   made   of  three    selected   farmers   in  the    area. 
These   three   farmers   were   faced   with  the   problem  of  making  necessary 
adjustments   during  the    current   drought.       Even  with   reduced  expenditures 
for  such   items   as   machinery,    equipment,    and  hired  labor,    these   opera- 
tors  have   had  to  incur  substantial  debts    at   a  time   when  their  ability  to  re- 
pay was   low.       In   addition,    they  have   found  it  necessary  to  supplement 
generally  meager  farm   returns   with  off-farm  labor. 

Net  worths   of  these   farmers   have   declined   considerably   since    1951 
as   debts   increased,    the  value   of  machinery  and   equipment   inventories 
declined,    and   cattle  prices   moved  downward.      Land  values  have   remain- 
ed high  throughout  the  period. 

A  good   crop  year   in   1955  would   see   these   operators   in   a  substan- 
tially improved  financial   condition.       However,    if  the   drought   continues 
through   1955  their  financial  positions   will  be   much  worse.       They  will 
find  it  necessary  to  go  further  into  debt   and   one   or  more   of  them  may 
require   emergency  credit. 

Farm  A 


The  operator  of  farm  A,    who  owns   320   acres   and   rents   480   acres, 
has  been  farming  since    1939.       Cash  rent  is   paid   on  the  480   rented  acres 
under  term,s   of  a  written  lease  which  expires   in  December   1958.      The 
total   acreage   operated  by  this   farmer  has  not  changed  since    1949. 
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Fifty-seven  percent,    or  454,    of  the    acres   operated  are  in  cropland  and 
the   rest  are  in  pasture.      The   operator  had  intended  to  seed  an  addition- 
al 73   acres   to  permanent  vegetation  in   1954  but   drought  prevented  him 
from  doing  so. 

This   operator  had  an  excellent  wheat   crop  in   1949  but  since  that 
time   acreages   seeded  to  wheat  have   resulted  in  complete  failures,    ex- 
cept in   1954  when  about   1,  600  bushels   were  harvested  from  some   200 
acres.      No  wheat  was   seeded  in   1951    or   1952.      In   1950  this  farm  pro- 
duced a  fair  crop  of  sorghum  grain,    and  in   1951   yields   of  this   crop 
were   excellent.      Since    1951,    however,    yields   of  sorghum  grain  have 
been  extremely  low  (table    22).      Livestock  has  been  an  important  part  of 
the  farm  organization  of  farm  A;   in   1949-54   about   27  percent  of  farm 
sales   was   livestock   -   mainly  cattle.      The   estimated  number  and  value   of 
livestock,   by  kinds,   on  this  farm  at  the   end  of  each  of  the  years    1949-54 
are   summarized  in  table   23. 

This   operator  made  no  major  purchases   of  farm  machinery  and 
equipment  in   1949-54,    except  for  an  automobile   in   1949,    and  his   expend- 
itures  for  farm  improvements  have  declined  considerably  since    1949.   In 
addition,    his   cash  operating  expenditures  have  declined  sharply  since 
1951   (table   24). 

Debt  obligations   of  this   operator  increased   considerably  during  the 
current  drought  (table   25).      At  the   end  of  1949   his   debts  totaled  only 
$500,    compared  with  $8,700   in  September   1954.      In   1951   this  farmer 
obtained  an  operating  loan  from  the   Farmers  Home   Administration  in  the 
amount  of  $6,  500.       The   loan  was  granted  even  though  this   operator 
owned  farm  real  estate  that  was   free  of  debt   and  valued  by  the   Farmers 
Home   Administration  at  $12,000   and  by  the   operator  at  $20,000.      He 
attributes  the   substantial  rise   in  his  debts   to  drought  and  lower  cattle 
prices.     Cattle  purchased   at  high  prices   in   1951   were  later  sold  for  less 
than  the  purchase  price.       For  the   last   3   years  the  operator  has  been 
forced  to  spend  much  of  his  time   in  off-farm  work  in  order  to  "keep  the 
farm  going."      His   liabilities   increased  but  the  value  of  his   farm  assets 
generally  declined.      As   a  result  his   net  worth  declined  from  an  esti- 
mated $23,000   in   1949   to  about  $11,000   in   1954   (table   26).       Cash  re- 
ceipts  from  farming  declined  considerably  in  the   current  drought  period, 
and  in   1951,    1952,    and   1953   cash  farm  receipts   were   less  than  cash 
expenditures   (table   24). 
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Table    24.  -   Farm  A:      Cash   receipts   and  expenditures,    1949-53,    and   estimate   for    1954 


Item 


1949 


1950 


1951 


1952 


1953 


1954 


Cash   receipts: 
Sales   of  farm 
products 

Wheat 

Sorghum-grain 

Cattle 

Hogs 

Total 


Mineral   lease   on 
farmland   owned 
Off-farm  labor 


Total    receipts 

Cash  expenditures: 
Operating  expense 

Rent  on  land 

Hired  labor 

Feed   and   seed  

Miscellaneous   live- 
stock  expense  

Livestock  purchases 
Machinery   and 

equipment   1_/    

Miscellaneous 

other   2/  


Total  operating 

Capital  outlay: 

Buildings   and   im- 
provements   

Automobile   3/ 


Total  capital  outlay 

Total  cash  expendi- 
tures  


Net  cash  farm  operating  receipts  4_/-- 

Net  cash  farm  receipts  5j 

Net  cash  receipts   6/ 


Dollars 


14,  834 


14,834 


760 

1,  520 

706 

0 
0 

1,982 

1,  117 


6,085 


1,200 
1.900 


Dollars        Dollars 


Dollars 


Dollars 


14, 834 

0 

0 

0 

0 

0 

2,477 

9,  927 

1,  218 

0 

0 

2,300 

1,080 

3.193 

2,  960 

0 

0 

0 

80 

0 

4,777 


11.007 


4,491 


2.960 


0 

1,931 


0 
1,  607 


4.777 


11.007 


6.422 


4,  567 


4b0 

970 

1,  140 

1,  140 

GO 

1,323 

74 

79 

40 

736 

253 

281 

11 

0 

34 

27 

0 

4,  640 

1,  550 

2.  580 

855 

2,  689 

1,721 

992 

288 

900 

813 

252 

1.704 


11. 258 


5,  585 


5,351 


400 
0 


30 
0 


40 
0 


8, 

749 

3.073 

5, 

649 

3,073 

5. 

649 

3,073 

Dollars 


3,360 
0 

2,203 
0 


5,  563 


160 
2.735 


8.458 


1,  140 
275 
135 

30 
362 

850 

705 


3,497 


90 
0 


3,  100 

0 

400 

30 

40 

90 

9,  185 

1,  704 

11, 658 

5,  615 

5,391 

3.  587 

251 

-1.094 

-2,391 

2,066 

651 

-1,  124 

-2,431 

1,  976 

651 

807 

-824 

4,871 

1/  Includes   fuel   and   oil    and    repairs    and   parts    on   automobiles,    motortrucks,    tractors,    and   other 

farm  machinery  and   equipment. 

2j  Includes   such  items   as   taxes,    insurance,    and   freight. 

3_/  Purchase   price   less   trade-in   allowance. 

4J  Receipts   from  farm  product   sales   less   operating   expense. 

5/  Receipts   from  farm  product   sales   less   total   expenditures. 

6/  Total  receipts  less  total  expenditures. 
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Table  25.  -  Farm  A:      Summary  of  credit   obtained,    outstanding  balances,    interest   rates,    and  principal 


repayments   by  type   of  lender,    1949-54 


1/ 


Year   and  type   of  lender 


1949 

Merchants   and  dealers 

1950 

Merchants   and  dealers 

Commercial  banks 

Total 

1951 

Merchants   and  desders 

Commercial  banks 

Farmers   Home   Administration 

Total 

1952 

Merchants   and   dealers 

Commercial   banks 

Farmers   Home   Administration 

Individuals 

Others  

Total 

1953 

Merchants   and   dealers 

Commercial  banks 

Farmers   Home   Administration 

Individuals 

Others  

Total 

1954 

Merchants   and  dealers 

Farmers   Home   Administration 

Total 


Amount 
out- 
standing 
Jan.    1 


Credit   obtained 
during  year 


Amount 


Inter- 
est 
rate 


Dollars 


9,325 


Dollars 


1,000 


3/ 


Percent 


8.0 


Amount 
of  prin- 
cipal 
repaid 
during 
year 


Dollars 


500 


Amount 

out- 
standing 
Dec.    31 


Dollars 


500 


500 

0 



0 

500 

0 

1,900 

7.  0 

1, 

900 

0 

500 

1,  900 

--- 

1, 

900 

500 

500 

0 

500 

0 

0 

4,  632 

8.0 

4, 

632 

0 

0 

6,  500 

5.0 

0 

6,  500 

500 

11. 132 

--- 

5 

132 

6,  500 

0 

1,403 

2/ 

0 

1,403 

0 

730 

8.0 

0 

730 

6,  500 

0 



970 

5,  530 

0 

230 

0 

0 

230 

0 

164 

0 

0 

164 

6,  500 

2,  527 

--- 

970 

8,057 

1,403 

250 

0 

813 

840 

730 

0 

— 

730 

0 

5,  530 

2,  955 

5.0 

0 

8.485 

230 

0 



230 

0 

164 

0 



164 

0 

8,057 

3,  205 

--- 

1 

937 

9,325 

840 

3/    0 

3/ 

589 

4/ 

251 

8,485 

3/    0 

--- 

3/ 

0 

4/  8,485 

3/     589       4/  8,736 


1/   No   real   estate   loans    were    reported. 

2/    8  percent  on  $840,    no   interest   on  the  balance. 

3/   During  first   8   months. 

4/   Amount   outstanding   as   of  September   1954. 
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Table  26.  -  Farm  A:    Value  of  assets  and  liabilities,   December  31,    1949-53 

and  September  1954 


Item 


1949 


1950 


1951 


1952 


1953 


1954 


Assets 

Land  and 
buildings  ]J-- 

Machinery  and 
equipment  — 

Livestock  and 
poultry 

Feed  inven- 
tory  

Other 


Total 


Liabilities 
Non-real- 

estate  debt 

Net  worth 


Dollars  Dollars  Dollars  Dollars  Dollars  Dollars 

12,000  12,000  12,000  12,000  12,000  12,000 

10,190  7,950  7,050  5,850  4,800  3,850 

1,250  1,250  3,760  6,700  5,790  4,020 

0  0  5, 800  0  900  0 

90  60  75  80  0  125 


23,530        21,260      28,685  24,630       23,490        19,995 


500  500        6, 500 

23,030        20,760      22,185 


8,057         9,325  8,736 

16,573       14,165        11,259 


1/   Farmers   Home  Administration  valuation.      The   operator  of  farm  A 
valued  land   and  buildings   in   1954   at  $20,000. 


Farm  B 

The   operator  of  farm  B  said  that  he  had  been  farming  intermittent- 
ly since    1913   and   continuously  since   1942.      Since    1952  this  farmer  has 
operated   1,  520   acres,    of  which   1,  040   acres   are   owned  and  480   acres 
are   rented.      He  pays   annual  rent  of  one-third  of  the   crops   on   160  acres 
and  one -fourth  on  the   rem.aining  320   acres   of  rented  land.      All  the 
rented  acreage   is   cropland  while   720   acres   of  the   owned  land  are  crop- 
land and  the   rest   -   320   acres    -   are  in  pasture. 

Since    1949,    the  operator  of  farm  B  has  grown  only  wheat  and  grain 
sorghums.      Except  in   1951    and   1952,    when  excellent  crops   were  har- 
vested,   yields   of  wheat  on  farm  B  have  been  very  low.      A  complete 
failure   on   640   acres  was   reported  in   1949   and  440   acres   seeded  and 
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harvested  in   1950  yielded   an  average   of  only  4  bushels  per   acre.      A 
complete   failure  was   reported  on   240   acres   of  grain  sorghum  planted  in 
1949.      No  grain  sorghums  were  planted  in   1950   or   1951,    and  since   1952 
yields   of  sorghum  grain  have  been  low  (table    27). 

In  1949  the  operator  of  farm  B  bought  39   old  cows   for  about  $82   a 
head.      He   sold  them  the   same  year  for  about  $120   a  head.      In   1950  he 
bought   60  long  yearlings   for  $5,  500   and   sold  them  the   same   year  for  dou- 
ble  that   amount.      In   1S51    he   bought   78   calves   for  $7,000   but  by  1952 
pastures   were  poor  and  the  price   of  cattle   dropped   substantially.     By  late 
1952  the   entire  herd,    which  by  that  time   consisted  of  75   cows   with  50 
calves   and  3   bulls,    was   sold  for  about  $7,  600.      Since  that  time  the   op- 
erator of  farm  B  has   been  out  of  the   cattle  business. 

This  farmer  has   made   substantial  reductions   in  operating  expendi- 
tures  since   1952   (table    28).      Except  for  a  plow  in   1951   and  a  grain  com- 
bine in   1952  he  has   bought  no  major  items   of  farm  machinery  since  1949. 
Expenditures  for  farm  improvements   during  the   current  drought  were 
limited  to  a  grain  bin  bought  in   1952.      Other   cash  outlays   for  capital 
items   included   a  $5,  000   down  payment  on  480   acres   of  cropland  bought 
in  December   1949;   the   operator  did  not  begin  farming  this   land  until 
1951.      The  purchase  price   of  this   480   acres   was   $24,000,    of  which 
about  $19,000  was   financed  with  real  estate   mortgages,    partly  by  an  in- 
dividual and  partly  by  the  State   of  Oklahoma,       The   320   acres   of  pasture- 
land  bought  in   1951   for   $4,  800   was   financed   entirely  by  a  friend  to  whom 
a  real  estate   mortgage   was   given.      In   1953   the   operator  obtained   another 
$2,  000   from  this   individual  on  the   same   security.      Short-term  credit 
was   obtained  at  various  times   in   1949-54  from  the   local  production 
credit   association,    commercial  banks,    and  merchants   and  dealers 
(table   29). 

In  general,    the  value   of  farmland  and  improvements   owned  by  the 
operator  of  farm  B  increased  in  1949-52,    as   both  total  acreage   and 
value  per  acre  increased  and  then   remained  stable   in  subsequent  years. 
The  value   of  machinery  and  equipment  owned  by  the  operator,    however, 
declined  from  about  $18,500   at  the   end  of  1949  to  approximately  $6,500 
in  September   1954.      The  liabilities   of  this   operator  totaled  about 
$19,000   at  the  end  of  1949,    compared  with  $17,500   in  September   1954. 
His  net  worth  increased  from  about  $41,  000   at  the   end  of  1949  to  about 
$58,000   at  the   end  of  1952,    then  declined  to  about   $47,000   in  September 
1954   (table   30).      Net  cash  receipts   on  farm  B  have  been  low  in  the  cur- 
rent drought  period,    except  for   1952   when  an  excellent  wheat   crop  was 
harvested.      In   1953    and   1954  cash  expenditures   exceeded   cash   receipts. 
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Table   28.  -   Farm  B:      Cash  receipts   and  expenditures,    1949-53,    and  estimate  for  1954 


Item 


1949 


1950 


1951 


1952 


1953        •       1954 


Cash  receipts: 
Sales   of  farm 
products 

Wheat 

Sorghum  grain- 
Cattle 


Total 


Off-farm  income 

Labor 

Custom  work  — 


Total 

Total  receipts 

Cash   expenditures: 
Operating  expense 

Rent  on  land 

Hired  labor 

Feed  and  seed 

Miscellaneous  live- 
stock expense 

Livestock  purchases   -- 
Machinery  and 

equipment   1_/ 

Miscellaneous 
other   2/ 


Total 

Capital  outlay: 

Land  (down  payment 
only) 

Machinery  and  equip- 
ment  3/ 

Grain  bin 


Total- 


Total  cash  expendi- 
tures  


Net  cash  farm  operating  receipts  4/  — 

Net  cash  farm  receipts  5/ 

Net  cash  receipts  6/ 


Dollars        Dollars 


0 

0 

4,700 


4,700 


4,700 


5.000 

0 
0 


5,000 


10, 672 


Dollars         Dollars        Dollars        Dollars 


3,686 

0 

11,000 


15,336 
0 
0 


23, 540 
1,016 
7.629 


14, 686 


15,336 


32,  185 


1,400 
0 


1,400 
0 


1,400 
0 


1,400 


1,400 


1,400 


0 
1,  600 

1,  600 


16,086 


16,736 


33, 585 


1.  600 


175 
0 


5,300 
500 


175 


5,  800 


11,032 


14,093 


14,922 


2,  559 


0 

0 

0 

1,  200 

0 

0 

1,  200 


0 
640 


640 


1,  840 


0 

720 

0 

440 

720 

0 

1,000 
975 
230 

1,900 

975 

0 

0 
0 

200 

0 

25 

400 

20 
3,  200 

60 
5,  500 

100 
7,000 

135 
0 

0 
0 

0 
0 

1,  600 

1,900 

2,200 

2,  200 

1, 

500 

1.  500 

132 

2,412 

2,413 

3,912 

859 

662 

5,  672 

11,032 

13.918 

9,  122 

2, 

559 

2,  587 

2,  587 


-972 

3,654 

1,418 

23,063 

-2,  559 

-1,387 

-5,972 

3,  654 

1,243 

17.263 

-2,  559 

-1,387 

-5,972 

5,054 

2,  643 

18,663 

-959 

-747 

Ij  Includes  fuel  and  oil  and  repairs  and  parts  on  automobiles,    motortrucks,    tractors,    and  other 

farm  machinery  and   equipment. 

2J  Includes  such  items  as  taxes,   interest,   and  insurance. 

3/  Purchase   price   less   trade-in   allowance. 

4_/  Receipts  from  farm-product  sales   less  operating  expense. 

5l  Receipts  from  farm-product  sales  less  totsd  cash  expenditures, 

6/  Total   receipts   less   total  expenditures. 
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Table   29.  -   Farm   B:      Surmnary  of  credit  obtained,    outstanding  balances,    and   principal 
repayments,    by  type   of  lender,    1949-54    W 


Year,    type  of  credit,    and 
type  of  lender 


Amount 
outstand- 
ing 
January  1 


Credit  obtained 
during  year 


Amcunt 


Interest 
rate 


Amount  of 

principal 

repaid 

during 

year 


Amount 
outstand- 
ing 
December  31 


Dollars        Dollars        Percent       Dollars 


1949 

Real  estate  mortgages: 
State  of  Oklahoma — 
Individuals. 

Total 

Non- real-estate  credit: 
Commercial   banks  — 

Total 

1950 

Real   estate   mortgages: 

State  of  Oklahoma 

Individuals 

Total 

Non- real-estate  credit: 
Coinmercial  banks  — 

Total 

1951 

Real  estate  mortgages: 

State   of  Oklahoma 

Individuals 

Total 

Non-real-estate  credit: 
Commercial  banks  — 

Total 

1952 

Real  estate  mortgages: 

State  of  Oklahoma 

Individuals 

Total 


6,868 
11,862 


18,730 


7,428 
11,770 


280 
7,  062 


7,342 


Dollars 


7,428 
11,770 


•       0 

19,  198 

--- 

0 

19, 198 

:        0 

3,  200 

6.0 

3,  200 

0 

■       0 

22, 398 

-  — 

3.200 

19, 198 

7,428 
11, 770 

0 

0 

"" 

280 

2,354 

7,  148 
9,416 

19, 198 

0 

--- 

2,  634 

16,  564 

0 

10,825 

7.0 

10,825 

0 

19, 198 

10, 825 

-  — 

13,459 

16,  564 

7,  148 
9,416 

0 
4,800 

4,0 

280 
2,354 

6,868 
11,  862 

16,  564 

4,800 

-  — 

2,634 

18, 730 

0 

10,000 

2/ 

10,000 

0 

16,  564 

14, 800 

-  — 

12.634 

18,730 

6,  588 
4,  800 


11,388 


-Continued 
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Table    29.  -   Farm   B:      Summary  of  credit  obtained,    outstanding  balances,    and   principal 
repayments,    by  type   of  lender,     1949-54   L'  --Continued 


Year,    type  of  credit,    and 
type   of  lender 


Amount 
outstand- 
ing 
January  1 


Credit  obtained 
during  year 


Amount 


Interest 
rate 


Amount  of 

principal 

repaid 

during 

year 


Amount 
outstand- 
ing 
December  31 


1952— Continued 

Non- real-estate    credit: 
Commercial  banks  — 
Production   credit 
association 


Total  non-real-estate- 


Total- 


1953 

Real  estate   mortgages: 

State   of  Oklahoma 

Individuals 

Total 


Non- real-estate   credit: 
Production   credit 
association 

Total 


1954 

Real  estate   mortgages: 

State   of  Oklahoma 

Individuals 


Total 

Non- real-estate    credit: 
Production   credit 
association 


Total- 


Dollars        Dollars 


18, 730 


6,  588 
4,  800 


11, 388 


2,  371 


13,759 


6,308 
6,  800 


13,  108 


Percent      Dollars 


9,450 
10, OOP 


8.0 
5,  5 


9,450 
7,  629 


19,450 


17,079 


19,450 


24.421 


0 
2.000 


4.0 


280 
0 


?,  000 


280 


0 


2,000 


280 


3_l    0 
3/    0 


3_/    0 
3/    0 


3/    0 


3/    0 


2,  371      3/    1,  600 


6.0 


3/    0 


15,479      3/    1,600 


3/  0 


Dollars 

0 

2,  371 


2,371 


13,759 


6,308 
6,800 


13, 108 


2,371 


15,479 


4/     6, 308 
4/     6, 800 


4/ 13. 108 


4/    3,971 


4/  17,079 


1/    Excludes   open  accounts   with  merchants   and   dealers.       Open   accounts   outstanding 
totaled   about  $150   at  the   end   of   1951,    $175   at  the   end   of   1952,    $200   at  the   end   of   1953, 
and   $400   in   September   1954. 

2/    10  percent  on  $1,  000  and  8  percent  on  balance. 

3/   During  first   8  montiis. 

4/    Amount  outstanding   as   of  September   1954. 
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Table   30.  -   Farm  B:      Value   of  assets   and   liabilities,    December  31, 

1949-53    and  September   1954 


Item 

;     1949      ; 

1950      • 

1951       • 

1952      • 

• 

1953      • 

1954 

:  Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Assets: 

Farmland  and 

buildings 

38,400 

38,400 

43, 200 

52,800 

52,800 

52,  800 

Other  real 

estate  

2,  500 

3,000 

3,  500 

4,000 

4,  500 

4,  500 

Livestock  

0 

0 

11,300 

0 

0 

0 

Machinery  and 

equipment 

18,475 

18, 200 

12,  850 

14,450 

9,450 

6,450 

Other  assets 

400 

400 

400 

400 

900 

925 

Total 

59,775 

60,000 

71, 250 

71, 650 

67, 650 

64,  675 

Liabilities: 

Real  estate 

mortgages 

19,198 

16,  564 

18,  730 

11,388 

13, 108 

13, 108 

Non-real- 

estate  debts-- 

0 

0 

150 

2,  546 

2,571 

4,371 

Total 

19, 198 

16,  564 

18,  880 

13,934 

15,  679 

17,479 

Net  worth ] 

40, 577 

43,436 

52,370 

57,716 

51,971 

47,  196 

Farm  C 

The   operator  of  farm  C   is   a  tenant  who  has   been  farming  since 
1932.      He  has  been  at  his  present  location  since   1947.      Currently  he 
operates    1,  480   acres,    1,  380   acres   of  which  are   cropland.      One-third  of 
the   crops   are  paid  as   rent  but  no  rent  is  paid  on  the    100   acres   of  pas- 
ture.     From   1949  to   1951  he  operated   780   acres   of  cropland   and   100 
acres  of  pasture. 

In  1949  this  operator  harvested  nearly  14,000  bushels  of  wheat  from 
about  725  acres,   but  since  1950  yields  of  wheat  on  this  farm  have  been  very 
low.     In  1949  and  1950  a  good  crop  of  hay  was  harvested  from  grain  sor- 
ghums.    In  1951  yields  of  sorghum  hay  were  fair  and  an  excellent  crop  of 
sorghum  grain  was  harvested.     Since  1951  yields  of  grain  sorghums  have 
been  low  on  both  acreages  harvested  for  grain  and  for  hay  (table  31). 
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The   operator  of  this   farm  has   maintained  a  herd  of  13  to   16   cows 
since   1949.      The  year-end  inventory  consisted  of  13   cows   in   1949,    1950, 
and   1951.      As  of  September   1954  the  herd  included   15  cows,    14  year- 
lings,   and   11    calves.      The   estimated  value  of  the   livestock  inventory  de- 
clined from  $2,400  in  1949  to  $1,300   in   1952,    but  by  September   1954  it 
had  increased  to  $3,000   (table   32). 


Table   32.  -   Farm  C:      Value   of  assets   and  liabilities,    December  31, 

1949-53   and  September   1954 


Item 

'  1949  : 

1950     .' 

1951    ; 

1952      ; 

1953      ; 

1954 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Dollars 

Assets: 

Livestock 

2,400 

2,400 

2,000 

1,310 

1,785 

3,070 

Machinery  and 

equipment 

6,325 

6,465 

9,  670 

10,330 

7,525 

5,  800 

r^v-iQv»  _ < 

2,000 

2,000 

2,050 

2,  100 

2,  500 

3,000 

Winer — . 

Total  assets -- 

10,725 

10, 865 

13, 720 

13,740 

11, 810 

11,870 

Liabilities:                  : 

Non-real- 

estate  debts 

0 

0 

0 

6,392 

5,  685 

5,785 

'      10,725 

10,865 

13,720 

7,348 

6,125 

6,085 

IN  ex  worxn— "• "  —  ~  —  ~  "• —^ 

The  operator  of  farm  C   has  bought  no  machinery,    equipment,    or 
livestock  since    1952.      Cash  expenditures   for  machinery  and  equipment 
totaled  about  $1,800   in   1949,    $700   in   1950,    $6,000  in   1951,    and  $3,000 
in   1952.      Cash  expenditures  for  livestock  from   1949  to   1952  were  lim- 
ited to  $1,070  in  1950   and  $40  in   1952.      As   the   operator  is   a  tenant,    no 
expenditures  were  made   for  farm  improvements. 

He  was   free   of  debt  at  the  end  of  each  of  the  years   1949  to   1951, 
but  at  the   end  of  1952   and   1953  he  owed  approximately  $6,  000   -   about 
the   same   as   in  September   1954  (table   33).      Net   cash  receipts  from  farm- 
ing have  been  low  during  the   current  drought  and  in   1952   and   1953  net 
cash  farm  expenditures   exceeded  cash  farm  receipts   (table   34). 
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Table   33.  -   Farm  C:      Summary  of  credit  obtained,    outstanding  balances, 
and  principal  repayments   by  type  of  lender,    1949-54   1/ 


Year  and  type 

:     Amount 
,    outstand- 
:         ing, 
Jan.    1 

Credit  obtained 
during  year 

Amoimt 
'  of  prin-  [ 
'  cipal  re- 
paid dur-_ 
ing  year 

Amount 
outstand- 

of lender 

Amount    : 

Interest 
rate 

ing, 
Dec.    31 

:    Dollars 

Dollars 

Percent 

Dollars 

Dollars 

1949  and  1950 

0 

0 



0 

0 

1951: 

Commercial 

bahks 

0 

1,530 

8.0 

1,530 

0 

Production  credit 

association 

0 

7,000 

5.  5 

7,000 

0 

T'^+ol  ____..____ 

;          0 

8,  530 



8,530 

0 

i  oiai—  —  —  ——  —  —  —— 

1952: 

Production  credit 

association^ 

0 

7,951 

6.0 

2,000 

2/  6,392 

1953:                                : 

Production  credit 

ass  ociation 

6,392 

3,000 

6.0 

4,156 

3/5,685 

1954:                                 ; 

Production  credit     ; 

association : 

5,685 

4/  4,000 

6.0 

4/  3,900 

5^/5,785 

1/   Non- real-estate  credit.     This  operator  owns  no  farm  real  estate. 

2/   Includes   $441    accrued  interest. 

3_/   Includes   $449   accrued   interest. 

4J   During  first   8   months. 

5/   Amount  outstanding  as   of  September   1954. 
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Table  34.  -   Farm  C:      Cash  receipts  and  expenditures,   1949-53,    and  estimate  for  1954  1/ 


Item 


1949  :     1950 


1951 


1952       :        1953 


1954 


Cash  receipts: 

Sales  of  farm  products 

Wheat 

Sorghum  grain 

Hay 

Livestock  


Total- 


Conservation  payments 

Off-farm  income    (custom  work) 


Totsd  receipts 


Cash  expenditures: 

Operating  expenditures 

Hired  labor 

Custom  work 

Feed  and  seed  

Miscellaneous  livestock 

expense 

Livestock  purchases 

Machinery   and   equipment   3/ 
Miscellaneous  other  4/ 


Total- 


Capital  outlay  (machinery  and 
equipment)    5/ 


Total   cash  expendi- 
tures   


Net   cash  farm   operating 

receipts   6_/ 

Net   cash   farm   receipts   7_/ 
Net   cash   receipts    8/ 


Dollars        Dollars 


8.  270 
0 
0 

1,  243 


138 

682 

1,082 

2./ 
0 

2,  255 

1,362 


3,994 
2,  219 
2,  527 


5,904 
0 
0 

1,132 


Dollars 


9,805 
3,120 
1,021 
1,269 


Dollars       Dollars 


2,976 

1,998 

0 

157 


0 
3,746 
0 
1.276 


227 

70 

796 

2./ 
1,072 
2,266 

547 


240 

1,902 

695 

2./ 
0 

3.073 

2,403 


425 
276 
488 

2./ 
40 

3,087 

795 


275 

0 

907 

2./ 
0 
2,601 
1,  265 


2,058 
1,368 
1,633 


6,902 

932 

1,205 


20 
-2,885 
-1,222 


-26 

-26 

2,  146 


Dollars 


4,360 

700 

0 

0 


9,  513 

7,036 

15,  215 

5.  131 

5,022 

5.060 

227 
81 

265 
0 

273 
0 

336 
1,327 

429 
1,743 

400 

0 

9,821 

7,301 

15,488 

6,794 

7,194 

5.460 

200 

0 

700 

2./ 
0 
2.400 
700 


5,  519 

4,978 

8.313 

5.111 

5,048 

4.000 

1,775 

690 

5.970 

2.905 

0 

0 

7,294 

5,668 

14. 283 

8,016 

5,048 

4,000 

1,060 
1,060 
1,460 


1/  Landlord's   share   of  farm  products   excluded. 

2l  Included   under  miscellaneous    other. 

3/  Includes  fuel  and  oil  and  repairs  and  parts  on  automobile,    motortruck,    tractor,    and 
other  farm  machinery  and  equipment. 

4/  Includes   such  items   aa  taxes,    interest,    and  insurance. 

5/  Purchase  price  less  trade-in  allowance. 

~&j  Receipts  from  farm-product  sales   less   operating  expenses. 

7/  Receipts  from  farm-product  sales  less  total  cash  expenditures. 

8/  Total  receipts  less  total  expenditures. 
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In  general,  the  value  of  assets  owned  by  the  operator  of  farm  C  in- 
creased in  1949-52,      At  the   end  of  1949  he  owned  assets   at  an  estimated 
value  of  about  $11,000,    compared  with  nearly  $14,000  in   1952.      At  the 
end  of  1953  the   estimated  value   of  assets   declined  to  $12,000,    about  the 
same  as   in  September   1954.      As  debts   increased   and  the  value   of  ma- 
chinery and  equipment  declined,    the  net  worth  of  this   operator  declined 
from  about  $14,000   at  the  end  of  1951   to  about  $6,000  in  September 
1954   (table   32). 


SUMMARY  AND  OUTLOOK 

Drought  has  prevailed  generally  over  the  two-county  area  since  the 
latter  part  of  1949.      Yields  of  wheat  in   1950   and   1951   were  less  than 
35  percent  of  the    1940-53   average,    but  in  the  same  years   yields   of  sor- 
ghum grain  exceeded  the    1940-53   average  by  20   and   31   percent   respec- 
tively and  the   condition  of  pastures   was   favorable.      Purchases   of  cattle 
increased  considerably  although  at  near  peak  prices,    and  purchases  of 
machinery  and   equipment  increased.      Although  the  very  low  yields   of 
wheat  in  1950   and   1951   resulted  in  substantial  reductions   in  income, 
apparently  most  farmers   and  ranchers   were  not  in  a  severely  depressed 
financial  position  at  the  beginning  of  1952. 

In   1952  yields  of  wheat  were   only  slightly  below  the   1940-53   aver- 
age,   but  yields   of  sorghum  grain  were   considerably  below  the  average 
for  those  years   and  pastures   were  very  poor.      Because  of  lack  of  feed 
many  farmers   and   ranchers  were  forced  to  reduce   cattle   inventories. 
As  yields   of  wheat  in   1952  were   near  average  and  yields   of  sorghum 
grain,   although  somewhat  below  average,     were  fair,    the   forced  liquida- 
tion of  livestock  probably  would  not  have  been  too  serious   at  the  level 
of  prices  that  prevailed  in   1951    -   but  they  were  not  at  that  level. 
Prices   received  for  beef  cattle  by  Oklahoma  farmers   dropped  31   per- 
cent between  January  and  December   1952.      As   a  result,    purchases   of 
farm  naachinery  and  livestock  by  farmers  in  the  area  dropped  consid- 
erably,   the  volume  of  production  loans  made  and  outstanding  declined, 
and  debt  renewals  and  extensions  increased. 

In  1953  pastures   remained  very  poor,    and  cattle  prices   continued 
sharply  downward   -  the  average  price   received  for  beef  cattle  by  Okla- 
homa farmers  in  December  1953  was   26  percent  below  a  year  earlier 
and  49  percent  below  the  average  price  in  December  1951.      The   1953 
wheat  crop  was   a  near  failure,    and  yields   of  sorghum  grain  were   31 
percent  below  the  1940-53  average.      In  addition,    the  value  of  farm  ma- 
chinery and  equipment  inventories  declined  because   of  a  drop  in  used 
machinery  prices   and  a  substantially  reduced  rpolacement  rate.      As  a 
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result,    the  demand  for   credit  increased,    but  the  value   of  chattel  security 
farmers  had  to  offer  had  declined  to  a  point  at  which  conventional  lend- 
ers  were  unwilling   or  unable  to  supply  needed   credit  to  many  farmers, 
especially  tenants   with  smaller  units   and  full  or  part  owners    whose   equi- 
ties  in  real  estate   were   low.       Security  requirements   for  bank   and  PCA 
loans  to  farmers  have   remained  essentially  unchanged  during  the   current 
drought.      Usually,    acceptable   security  has   been  livestock  and   machinery. 
As   a  rule,    crop  liens   have   not  been  acceptable   as    sole   security  for  farm 
loans  from  banks   and  the   production  credit  association  in  this   area. 
In   1953  the   Farmers  Home   Administration  made   more  than   100   emer- 
gency loans  to  farmers   who  were  unable  to  obtain  adequate   credit  else- 
where. 

The   drought  continued  in   1954   -   -   pasture   conditions   were  generally 
poor,    crop  yields   were   substantially  below  average,    and   cattle  prices 
continued  low  although  somewhat  improved.      The  demand  for   credit  in- 
creased,   as  did  loan  renewals,    extensions,    and  delinquencies   on  farm 
debts.      Purchases   of  livestock  and  machinery  by  farmers   remained  low 
and  the  value  of  chattels   continued  downward.      The   outstanding  amount 
of  operating  loans  held  by  the   Farmers   Home   Administration  soared  to 
nearly  $800,000   in  mid-1954   -   -   about  73  percent  above  the   amount  held 
by  the  local  production  credit  association,    and   about  45  percent   as  large 
as  the  total  amount  of  non- real- estate   locins   held  by  the   6  banks   in  the 
area  on  that  date.      There   is   little   doubt  that  in   1954  the  financial  posi- 
tion of  farmers   in  the  area  was   considerably  worse  than  prevailed  in 
1953. 

During  the   drought  period  farmers   in  the   area  have   been  increas- 
ingly interested  in  soil  and  water   conservation  measures   as   a  means   of 
reducing  the   effects   of  adverse   weather;   this  is   evidenced  by  the   sub- 
stantial increase  in  the  number  of  Soil  Conservation  Service   cooperators. 
There  has   also  been  a  substantial  increase   in  the  number  of  acres  under 
irrigation.      These   measures  have   cushioned  the   effects   of  unfavorable 
weather  and  prices.      Other  factors   also  have  tended  to  minimize  distress 
conditions.      Most  land  in  the  area  is  under  lease  to  oil-   and  gas-pro- 
ducing companies.      Although  income  derived  from  mineral  leasing    has 
not  been  great,    it  has   been  financial  salvation  for  some  farm  operators. 
Off-farm  work  also  has  permitted  many  farm  operators  to   continue  nor- 
mal operations.      Federal  payments   for  conservation  practices,    although 
relatively  small,    have  been  helpful. 

For  those  farmers  who  can  meet  present  security  requirements, 
adequate  non- real- estate   credit  is   available   in  the   area  from  such 
lenders   as  commercial  banks   and  the   local  Production  Credit  Associa- 
tion.     But  with  a  sharp  drop  in  cattle  prices,    decreases   in  the  value  of 
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machinery  and  equipment  inventories   caused  by  a  reduced   replacement 
rate,    and  a  drop  in  prices   of  used  machinery,    the  value   of  chattels  that 
many  farmers  have  to  offer  is   insufficient  for  such  lenders.      Because 
of  sharply  reduced  net  incomes   resulting  from  low  farm  production, 
lower  prices   for  farm  commodities,    and  high  cost  rates,    many  farmers 
in  the   area  have  needed  increased  credit  for  crop  production,    subsist- 
ence,   and  debt  refinancing,    even  with  sharply  reduced  purchases   of  live- 
stock,   machinery,    and  equipment.      For  others,    the  demand  for  non-real- 
estate   credit  has   remained  steady.      Although  purchases   of  livestock, 
machinery,  and     equipment  were   substantially  reduced,   the    demand  for 
loans  for  crop  production,    family  living,    and  refinancing  of  existing 
debts  increased. 

Without  emergency  aid  many  farmers   would  have  been  unable   to 
continue,    or  they  would  have  been  forced  to  curtail,    farm  operations. 
Bankers   in  the   area  have   recognized  the  necessity  for  the   emergency 
credit  program  of  the  Farmers  Home  Administration.      They  have  been 
willing  to  subordinate   liens   to  the  Farnaers  Home  Administration  and  to 
carry  old  balances   when  further  bank   credit  was  not  justified  on  the 
basis  of  present  security  requirements.      The  local  production  credit  as- 
sociation has   cared  for  the  needs  of  its  limited  number  of  active  bor- 
rowers  adequately.      Few  new  members   are   accepted  because  of  the  in- 
ability of  many  farmers  to  meet  security  requirements. 

Merchants  and  dealers  have  played  an  important  role  in  financing 
farmers  in  the   area  during  the   current  drought,    and  they  have   carried 
a  substantial  volume   of  overdue   accounts.      Some   curtailment  of  credit 
by  merchants   and  dealers  has   been  made.      If  the  drought   continues, 
they  may  need  to   curtail  credit  further,    particularly  on  open  accounts. 
Sales   of  merchants   and  dealers   generally  have  declined  as  farmers   re- 
duced expenditures   for  such  items   as   machinery  and  equipment,     farm 
improvements,    labor,    and  family  living. 

Commercial  banks  in  the  two- county  area  are  in  very  soimd  finan- 
cial condition.       Deposits   have   remained  fairly  stable,    apart  from  sea- 
sonal fluctuations.      In  recent  years,    a  high  proportion  of  the  total  as- 
sets  of  the  six  banks  have  been  in  cash  and   amounts  due  from  other 
banks   and  in  Government  securities.      The  loan-asset  ratios  for  some 
banks  in  the  area  have  been  very  low.      This  is  particularly  true   in 
Texas   County.      A  careful  review  of  lending  policy  by  some  banks  might 
result  in  moderate  policy  revisions  that  would  affect  loan  volume   con- 
siderably. 

The  insured  soil  and  water  conservation  loan  program  of  the  Farm- 
ers Home  Administration,    which  was  offered  for  the  first  time  in  1954, 
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should  prove  valuable  to  fanners   in  the   area,    and  it  will  give  bankers 
an  opportunity  to  expand  their  loan  programs.      Many  farmers  who  have 
inadequate  funds  to  finance  irrigation  systems  or  other  soil-and  moisture - 
conservation  improvements   and  practices  through  banks   and  other  lenders 
might  find  it  advantageous  to  investigate  this  program  by  contacting  their 
bankers,    the  county  agricultural  agent,    and  Soil  Conservation  Service  and 
Farmers  Home  Administration  officials. 

Real  estate  mortgages  held  by  banks   in  the  area  are  largely  taken 
as   secondary  security  on  short-term  loans.      The  volume   of  loans  on 
which  real  estate  is  the  primary  security  has  been  insignificant.      For 
the  most  part,    such  loans  have   been  made  to  refinance   short-term  debts 
held  by  the  banks. 

In  recent  years  the  nimiber  of  loans  made  by  the  local  production 
credit  association  has  been  small,  although  the  average  size  of  loan  has 
been  large.  With  relatively  low  interest  rates  and  attractive  maturity 
dates,  it  appears  that  the  number  of  farmers  served  by  the  association 
should  be  considerably  higher.  This  association  is  in  very  good  finan- 
cial condition;  it  is  owned  entirely  by  its  members;  and  it  has  accumu- 
lated financial  reserves  that  are  substantially  in  excess  of  the  value  of 
stock  owned  by  the  membership. 

Loans  made  by  the   Farmers  Home   Administration,    particularly  the 
emergency  loans,    have  helped  to   carry  farmers  through  this  period  of 
drought   and  lower  cattle  prices.      To  some   extent,    they  have   relieved 
bankers   and  the  local  production   credit  association  from  making  less  de- 
sirable  loans.      More  than  300  farmers   in  the  area  received  emergency 
loans  from  the   Farmers  Home  Administration  between  mid- 1951   and  Sep- 
tember  1954;   this  would  amount  to  about   15  percent  of  the  total  number 
of  farms   in  the  two-county  area.      About   50  farmers   received  regular 
production  and  subsistence  loans   in  the   same  period.      Bankers   in  the 
area  were   agreed  that  the   emergency  loan  program  of  the   Farmers  Home 
Administration  was  necessary  and  that  only  those  who  were  iinable  to  ob- 
tain adequate   credit  elsewhere  were  served.      One  banker  in  the  area  ex- 
pressed the  view  that  not  enough  farmers   who  were  qualified  for  emer- 
gency credit  were  applying  for  it.     Another  said  the  Farmers  Home  Ad- 
ministration was  not  caring  for  the  needs  of  many  emergency  applicants 
referred  to  them  by  his  bank.      However,    in  some  instances,    the  Farm- 
ers Home  Administration  granted  operating  loans  when  the   applicant  had 
adequate   real  estate   security  to  secure  a  real  estate  mortgage  loan  but 
inadequate   security  to  obtain  a  non-real-estate   loan.       Whether  in  such 
instances   loans  should  be  approved  may  be  open  to  question.     It  is   rec- 
ognized that  in  the   case   of  emergency  loans  it  may  not  be  practicable  to 
require  a  farmer  to  obtain  a  real-estate   loan  because  the  time   required 
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to  do  so  may  result  in  undue  hardship  to  him.      The  new  soil  and  water 
conservation  loan  program  of  the  ^'armers  Home  Administration  should 
be  of  immediate  interest  to  many  farmers   in  the   area  who  have  inade- 
quate  security  to   carry  out  needed  practices  or  to  construct  needed  facil- 
ities,   including  irrigation  systems.      The   Farmers  Home   Administration 
has  made  no  real  estate  loans  since  mid- 1951   and  the  amount  of  such 
loans  outstanding  in  mid- 1954  was  relatively  insignificant. 

Real  estate  loans  are  available  to    farmers  in  the  area  from  the  Fed- 
eral Land  Bank  of  Wichita  through  the  local  national  farm  loan  associa- 
tion,   and  this  association  is  actively  seeking  new  loan  accounts.      Those 
operators  who  are  seeking  real  estate  loans  might  consider  the  low  rates 
and  long  terms  offered  by  the  land  banks.      The  amounts  the  land  bank 
has  been  advancing  on  farms  in  the  area,    however,    have  been  small  com- 
pared with  present  market  values.      Some  fanners  might  find  it  desirable 
to  refinance  short-term  debts  with  long-term  land-bank  real  estate  mort- 
gages in  order  to  reduce   annual  payments. 

The  real  estate  lending  program  of  the  State  of  Oklahoma  through 
the  Commissioners  of  the  Land  Office  will  warrant  consideration  by  own- 
ers of  farmland  who  need  smaller  real  estate  loans.      Some  farmers 
might  find  it  advantageous  to  refinance   real  estate  loans  held  by  other 
lenders  with  the  State  in  order  to  take  advantage  of  the  3 -percent  inter- 
est rate  and  the   25-year  amortization  period.      These  loans  from  the 
State  of  Oklahoma    offer  an  opportunity  to  refinance  existing  debts  so  as 
to  reduce  annual  payments  and  the  annual  cost  of  borrowed  money  through 
a  longer  repayment  period  and  lower  interest  rates. 

Larger  operators  who  need  larger  real  estate  loans  should  investi- 
gate life  insurance   company  loans.      In  general,    life  insurance  companies 
limit  their  lending  activities  in  this   area  to  larger  operators   who  carry 
on  combination  crop  and  livestock  operations.      One   company,    however, 
reported  that  in  recent  years  a  substantial  proportion  of  its   real  estate 
loans  had  been  for  irrigation  development.      Interest  rates   charged  by 
life  insurance  companies  are  higher  than  those   charged  by  the  State  of 
Oklahoma  and  the  Federal  land  bank,    but  amounts  loaned  per  acre  of 
land  are  somewhat  higher. 

This   report  raises  and  illustrates  some  questions   concerning  the 
agricultural  credit  policies  of  cooperative  and  other  private  lenders  and 
of  government  lending  agencies  under  adverse  farm  production  and  in- 
come conditions.      Although  lending  agencies   can  do  much  to  enable  farm- 
ers to  continue  operations  despite  unfavorable  prices   and  weather,    it 
must  be  remembered  that  the  primary  responsibility  rests  with  the  farm- 
ers themselves.      Farmers  should  recognize  that  wide    fluctuations  in 
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agricultural  production  in  the   area  are  to  be  expected  and  that  extended 
periods   of  drought  are  not  uncommon.      Farmers   in  hazardous  production 
areas  should  try  to  keep  their  debts  at  low  levels  in  favorable  periods  and  to 
maintain  adequate  financial   reserves   that   could  be   used  in  unfavorable 
periods.      However,    it  would  be  unrealistic  to   expect  the   average  farmer 
to  maintain  sufficient  financial   reserves   and  unused  borrowing  power  to 
carry  him  through  prolonged  periods   of  drought  and  low  income.      Farm.- 
ers   would  also  do  well  to  take   a  long-run  view  of  land  use   and  soil  and 
moisture   conservation  in  order  to   reduce  the  wide  fluctuations   in  agri- 
cultural production. 

The  loan  policies   of  banks   and  the   local  production  credit  associa- 
tion in  this   area  apparently  limit  loans   to  those  that  involve  little,    or  at 
most  very  moderate,    risk  of  ultimate  loss  to  the   lender.      In  the  absence 
of  areawide   conditions   of  low  production  and  income,    individual  instances 
in  which  repayment  is  delayed  are  usually  handled  to  the   satisfaction  of 
both  borrower  and  lender.      With  conditions  of  financial  strain  or  wide- 
spread distress,    the  demand  for  farm   credit  usually  increases  while   re- 
payments fall  off.     In  the   current  drought  period  banks   and  the  local 
production   credit   association  in  effect  have   curtailed  new  credit  simply 
by  maintaining  previous   security  requirements.     However,    in  most 
instcinces,    they  have    continued  to   carry  old  balances   even  though  repay- 
ments  were  not  made   as   scheduled.      Under  these   circumstances,    the 
emergency  loan  program  of  the  Farmers   Home  Administration  has   en- 
abled many  farmers   to   continue   operations,    and  banks   and  the   produc- 
tion credit  association  have  been  willing,    or  perhaps   even  anxious,    to 
refer  customers   and  loan  applicants  to  the   Farmers  Home   Administration, 
The  effect  of  the   emergency  program  of  the   Farmers   Home  Administra- 
tion has  been  not  only  to  meet  the   demand  for  high-risk  loans   under  ad- 
verse  conditions  but  also  to  relieve   such  lenders   as   banks   and  the  pro- 
duction  credit  association  from  making  such  loans  to  their  farmer   cus- 
tomers.     In  this   respect,    the    Farmers   Home   Administration  has   directly 
assisted  such  lenders  in  maintaining  low- risk   credit  policies. 

If  such  lenders   as  banks   and  the  production  credit  associations,    as 
in  these  two  counties,    are  generally  to  maintain  previous   security  re- 
quirements  when  times   are   adverse,    apparently  there   will  be   a  strong 
demand  from  farmers   and  lenders   themselves   for  public  agencies   to  as- 
sume  a   major   role   in  supplying  farm   credit  that  involves   more  than 
moderate   risk.      In  high-risk  areas,    such  as  Cimarron  and  Texas  Coun- 
ties,   Okla. ,    repeated  demands  for  public   credit   can  be   expected  in  pro- 
longed droughts. 

Recurring  drought  is   a  normal  feature   of  the   southern  Great  Plains. 
Extended  droughts,    interspersed  with  wet  periods,    have  been  coming  to 
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this   region  ever  since  it  was   settled.      Reliable  information  indicates  that 
droughts  have  been  a   common  feature   of  the   region  for  centuries.      There 
is  no  reason  to  assume  that  the  present   drought  is   unusual;   nor  is  there 
any  reason  to  assume  that  severe  droughts   will  not   come   again.    13/ 
Farmers    can  do  much  to  reduce   the  effects   of  these   unfavorable  periods 
by  following  proper  land  use   practices   and   conservation  measures   at   all 
times,    and  by  setting   aside   financial   reserves   and   reducing  debts   in  fa- 
vorable  years.      Farm  lenders   could   cushion  the   effects   of  these   unfa- 
vorable periods   by  adjusting  their  loan  policies  to  provide   some   flexibil- 
ity in  security  requirement   and  by  encouraging  farmers   to  take   a  longer 
run  view  of  farm  financing.      Even  so,    public  agencies   must  be  prepared 
to  make  loans  to  deserving  farmers   who   cannot  obtain  adequate   credit 
elsewhere,    if  severe   and  widespread  distress   is   to  be   avoided. 

If  the  drought   continues  through   1955  with  a  degree   of  severity  ap- 
proaching that  of  1953   and   1954  the   financial  position  of  agriculture  in 
the   area  will  become   critical.      Under  such  conditions,    demand  for  emer- 
gency loans   from  the   Farmers   Home   Administration  would  increase,   and 
lenders   such  as   banks   and  the   local  production   credit  association  would 
probably  find  a  general  curtailment  of  credit  desirable   or  necessary. 
Some   operators   with  low  equities   in  farm  assets   would  not  have   a  rea- 
sonable  chance   of  working  out  of  their  difficulties,    even  with  emergency 
aid.      Many  who  had  not  previously  found  emergency  aid  necessary  would 
be  forced  to  avail  themselves   of  such  facilities.      Others   who  had  man- 
aged to  stay  free   of  debt  would  find  borrowing  the   only  solution,    and 
still  others   would  be   forced  to  refinance  production  loans   with   real  estate 
mortgages.       Expenditures   by  farmers   and   sales   of  merchants   and  dealers 
no  doubt  would  drop  below  the  low  volume   of  1954,    and  further   curtail- 
ment of  merchant  and  dealer  credit  would  probably  be  necessary.      The 
volume   of  outstanding  farm  debt,    both  real  estate   and  non-real-estate, 
would  probably  increase   as   renewals,    extensions,    and  delinquencies   in- 
creased,   if  the  volume   of  new  loans   did  not  drop  sharply. 

If,    however,    weather  in   1955  is   favorable   and   crop  production  and 
pastures   are  near  normal,    most  farmers   in  the   area  would  be   in  posi- 
tion to   meet   current   obligations    and  to   continue   farm  operations.       Many 
farmers  would  find  it  difficult  or  would  be  unable  to  make  needed  machinery 
replacements  or  to  finance  livestock  purchases.     A  minimum  of  2  years   of 
normal   crop  production  would  probably  be   required   for  the   average  farm- 
er in  the   area  to   regain  the   financial  position  he  held  a  few  years  earlier. 


13/   Drought  and  Wind  Erosion  Problems    of  the   Southern  Great  Plains, 
Soil  Conservation  Service,    April,    1954. 
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The  year    1955  may  result   in   conditions   ranging   from  widespread       ■ 
distress   to  a  situation  in  which  agriculture  in  the  area  finds   itself  well 
on  the   road  back  to  financial   recovery.       This   will  depend  primarily  on 
weather  with  price   as   a  secondary  effect.      Prices   of  cattle   are   expected 
to  average   near  the    1954  level  but  the  price-support  level  for  the   1955    | 
wheat   crop  will  be   about   8  percent  less   than   in   1954  and  the   support 
level  for  sorghum  grains   in    1955  will  be   about    22  percent  below   1954. 
Little   change   in  farm  cost   rates   is   expected  in   1955   relative   to    1954. 
Weather  remains   the   chief  factor  in  the   financial  destiny  of  agriculture    i 
in  the   area  in  the   immediate   future.  i 
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